VOL.  I 


Chicago,  August  29,  1913 


No.  5 


INVESTMENT  BANKERS  ASSOCIATION  OF  AMERICA 


PRESIDENT 


GEORGE  B.  CALDWELL 

CHICAGO 

VICE-PRESIDENTS 

A.  B.  LEACH 

NEW  YORK 

FRANK  W.  ROLLINS 

BOSTON 

WILLIAM  R.  COMPTON 

ST.  LOUIS 

LEWIS  B.  FRANKLIN 

NEW  YORK 

WARREN  S.  HAYDEN 

CLEVELAND 

SECRETARY 

FREDERICK  R.  FENTON 

CHICAGO 

TREASURER 

C.  T.  WILLIAMS 

BALTIMORE 

BOARD  OF  GOVERNORS 

GEORGE  GARR  HENRY 

NEW  YORK 

ERASTUS  W. BULKLEY 

NEW  YORK 

HAROLD  B.  CLARK 

NEW  YORK 

ALLEN  G. HOYT 

NEW  YORK 

CHARLES  H.  SCHWEPPE 

CHICAGO 

W.  M.  L.  FISKE 

CHICAGO 

C.  W.  MCNEAR 

CHICAGO 

GEORGE  W.  KENDRICK  III 

PHILADELPHIA 

WILLIAM  WEST 

PHILADELPHIA 

J  HERNDON  SMITH 

ST.  LOUIS 

HAROLD  KAUFFMAN 

ST.  LOUIS 

S.  W.  WEBB 

BOSTON 

STEDMAN  BUTTRICK 

BOSTON 

CHARLES  A.  OTIS 

CLEVELAND 

HENRY  L.  DUER 

BALTIMORE 

R.  L.  SCOVILLE 

PITTSBURGH 

CHARLES  R.  DUNN 

DETROIT 

CHALLEN  R.  PARKER  SAN  FRANCISCO 

HARRY  E.  WEIL 

CINCINNATI 

EUGENE  M.  STEVENS 

MINNEAPOLIS 

H.  P.  WRIGHT 

KANSAS  CITY 

C.  EDGAR  ELLIOTT 

INDIANAPOLIS 

A.  C.  FOSTER 

DENVER 

HERBERT  WITHERSPOON 

SPOKANE 

COUNSEL 

CALDWELL,  MASSLICH  AND  REED  NEW  YORK 


ASSISTANT  COUNSEL 

W.H.  LYON  NEW  YORK 


ISSUED  FROM  THE  OFFICE  OF  THE  SECRETARY 

Investment  Bankers  Association  of  America 

111  WEST  MONROE  STREET,  CHICAGO,  ILLINOIS 


COMMITTEE  CHAIRMAN 

MEMBERSHIP 

CHARLES  H.  SCHWEPPE,LEE  HIGGINSON  &  CO., 

CHICAGO 

LEGISLATION 

ALLEN  G.  HOYT.  N.  W.  HALSEY  &  CO., 

NEW  YORK 

PUBLICITY  AND  DOMESTIC 
RELATIONS 

W.  M.  L.  FISKE,  WM.  A.  READ  &  CO.,  CHICAGO 

REVISION  OF  CONSTITUTION  AND 
BY  LAWS 

C.  A.  OTIS,  OTIS  8c  COMPANY,  CLEVELAND 

FINANCE  AND  AUDITING 

A.  C.  FOSTER,  CAUSEY.  FOSTER  &  CO.,  DENVER 

INDUSTRIALS  AND  MISCELLANEOUS 
STOCKS  AND  BONDS 
J.  HERNDON  SMITH,  SMITH,  MOORE  &  CO., 

ST.  LOUIS 

PUBLIC  SERVICE  CORPORATIONS 

GEORGE  W.  KENDRICK  III,  E.  W  CLARK  &  CO., 

PHILADELPHIA 

MUNICIPAL  BONDS 

C.  W.  MCNEAR,  C,  W.  MCNEAR  &  CO,  CHICAGO 

FOREIGN  RELATIONS 

E.  W.  BULKLEY,  SPENCER  TRASK  &  CO.. 

NEW  YORK 

RAILROAD  BONDS  AND  EQUIPMENT 
NOTES 

GEORGE  GARR  HENRY,  WM  SOLOMON  &  CO  , 

NEW  YORK 

TAXATION 

FRANK  W.  ROLLINS,  E.  H.  ROLLINS  &  SONS, 

BOSTON 

MONETARY  LEGISLATION 

JOHN  M.  NELSON,  NELSON,  COOK  &  CO., 

BALTIMORE 
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THE  following  report  prepared  by 
Mr.  W.  H.  Lyon,  Assistant  Counsel  of 
this  Association,  in  co-operation  with 
Mr.  Allen  G.  Hoyt,  Chairman  of  our  Legisla¬ 
tive  Committee  and  Mr.  Frank  W.  Rollins, 
Chairman  of  our  Committee  on  Taxation, 
was  presented  to  the  Board  of  Governors  at 
their  meeting  held  in  Cleveland  on  August 
8th,  and  the  Secretary  was  authorized  to  dis¬ 
tribute  same  to  the  members  of  the  Invest¬ 
ment  Bankers  Association  of  America. 

The  Committee  on  Taxation  consists  of 
Frank  W.  Rollins,  E.  H.  Rollins  and  Sons, 
Boston;  Frank  J.  Parsons,  United  States 
Mortgage  and  Trust  Company,  New  York; 
Olaf  Ussing,  Ussing,  Scoville  and  Company, 
Pittsburgh;  W.  A.  Durst,  Minnesota  Loan 
and  Trust  Company,  Minneapolis;  John  A. 
Prescott,  John  A.  Prescott  and  Company, 
Kansas  City;  John  Nuveen,  John  Nuveen 
and  Company,  Chicago;  J.  A.  Keating,  Lum¬ 
bermens  Trust  and  Savings  Bank,  Portland, 
Oregon. 
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A  Report  on  the  Constitutionality  of  Exempting 
Securities  from  Taxation,  or  Taxing  Them  at 
a  Lower  Rate  than  Tangible  Property 
in  the  Various  States. 


To  MR.  ALLEN  G.  HOYT,  Chairman  Legislative  Committee, 
Investment  Bankers  Association  of  America, 

And  HON.  F.  W.  ROLLINS,  Chairman  of  the  Committee  on 
Taxation. 


Dear  Sirs  : — 

I  have  examined  the  provisions  relating  to  taxation  in  the  constitutions  of  all 
the  states  except  Arizona  and  New  Mexico,  and  herein  submit  my  conclusions  on 
the  constitutionality  of  exempting  securities  from  taxation  or  taxing  them  at  a 
lower  rate  than  tangible  property. 

An  exhaustive  consideration  would  require  a  longer  time  than  I  have  yet 
had  to  give  to  the  matter.  The  conclusions  I  state  result  from  such  preliminary 
examination  as  I  have  been  able  to  make.  It  may  be  they  are  mistaken  in  some 
instances.  In  the  case  of  some  jurisdictions  it  is  impossible  to  speak  with  as¬ 
surance  without  further  judicial  interpretation.  Making  such  allowances,  I  be¬ 
lieve  the  statements  given  show  the  constitutional  situation  and  afford  a  basis 
from  which  to  decide  what  course  the  Investment  Bankers  Association  will  take 
in  taxation  matters. 

Jurisdictions  in  which  special  tax  provision  for  securities  is  (or  is  probably 
or  perhaps)  constitutional,  are : 

Alabama,  Colorado  (doubtful),  Connecticut,  Delaware,  District  of  Colum¬ 
bia,  Idaho,  Iowa,  Maine,  Maryland,  Michigan,  Minnesota,  Mississippi,  Missouri, 
Montana  (doubtful),  New  Hampshire,  New  Jersey,  New  York,  Oklahoma,  Penn¬ 
sylvania,  Rhode  Island,  Vermont,  Virginia,  Wisconsin,  Wyoming. 

As  the  law  already  stands  securities  are  not  subject  to  any  taxation  in : 

Delaware,  District  of  Columbia,  Idaho,  Washington. 
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Special  provision  for  the  taxation  of  securities  is  already  made  in : 

Connecticut,  Iowa,  Maryland,  Michigan,  Minnesota,  New  York,  Pennsyl¬ 
vania,  Rhode  Island,  Wisconsin. 

Obviously  no  change  is  desirable  in  Delaware,  District  of  Columbia,  Idaho 
and  Washington. 

New  York  and  Michigan  already  have  the  statute  aimed  at,  the  next  best 
thing  to  total  exemption,  excepting  that  the  Michigan  statute  should  be  amended 
to  provide  for  municipal  bonds. 

In  Iowa,  Maryland,  Minnesota,  Rhode  Island  and  Wisconsin,  the  special 
provisions  now  in  force  were  so  recently  adopted  that  it  may  not  be  expedient 
to  seek  a  further  change  immediately. 

Connecticut  has  had  an  optional  four  mill  recording  tax  so  long  (since 
1889)  that  perhaps  it  is  now  time  to  move  for  a  further  advance  in  this  state. 
The  Pennsylvania  provisions  have  also  been  in  force  for  a  long  time  and  it  might 
be  possible  to  get  further  improvement  now. 

In  New  Hampshire  a  proposed  constitutional  amendment  providing  for  a 
lower  rate  of  taxation  on  securities  was  so  recently  rejected  (1912)  that  it  would 
propably  be  inexpedient  to  press  on  the  legislature  a  proposal  for  total  exemption, 
which  would  presumably  be  constitutional  as  the  constitution  now  stands. 

That  leaves  as  jurisdictions  in  which  it  may  be  expedient  to  move  for  a 
change  in  the  present  securities  tax  law : 

Alabama,  Colorado  (doubtful),  Connecticut,  Maine,  Mississippi,  Missouri, 
Montana  (doubtful),  New  Jersey,  Oklahoma,  Pennsylvania,  Vermont,  Virginia, 
Wyoming. 

Several  of  these  jurisdictions  comprise  important  investing  communities. 

A  summary  of  the  states  in  alphabetical  order  is  given  below.  The  word 
“no”  after  a  state  indicates  that  it  is  not  (or  probably  is  not)  constitutional  to 
segregate  securities  for  exemption  from  taxation,  or  for  taxation  at  a  lower  rate 
than  other  property,  and  the  word  “yes”  indicates  that  it  is  (or  probably  is) 
constitutional  to  do  so.  Still  further  on  in  the  report  the  governing  constitutional 
provisions  and  court  decisions  on  them  are  stated. 

Alabama — An  exemption  statute  might  he  constitutional. 

Arkansas — No. 

California — No. 

Colorado — Doubtful. 
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Connecticut — Already  has  optional  4  mill  statute. 

Delaware — Yes.  But  the  state  has  no  statute  taxing  securities  now,  and  they 
are  therefore  not  taxable. 

District  of  Columbia — Yes.  But  there  is  not  now  any  statute  taxing  securities , 
and  they  are  therefore  not  taxable. 

Florida — Probably  not. 

Georgia — No. 

Illinois — No. 

Idaho — Yes.  And  by  session  laws  of  1913  securities  are  exempted. 

Indiana — No. 

Iowa — Yes.  And  the  state  now  has  a  5  mill  tax  on  securities  in  lieu  of  all  other 
taxes. 

Kansas — No. 

Kentucky — No. 

Louisian  a-^-No. 

Maine — Yes.  For  total  exemption. 

Maryland — Already  has  a  3  mill  tax  for  local  purposes. 

Massachusetts — No. 

Michigan — Yes.  And  has  a  recording  tax  act. 

Minnesota — Yes.  And  the  state  has  a  3  mill  tax  on  securities  in  lieu  of  other 
taxation. 

Mississippi — An  exemption  statute  would  probably  be  constitutional. 

Missouri — A  statute  taxing  securities  at  a  lower  rate  would  probably  be  constitu¬ 
tional. 

Montana — Doubtful. 

Nebraska — No. 

Nevada — No. 

New  Hampshire — Total  exemption  would  probably  be  constitutional. 

New  Jersey — Yes. 

New  York — Yes.  Already  has  recording  tax. 

North  Carolina — No. 
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North  Dakota — No. 

Ohio — No. 

Oklahoma — Y  es. 

Oregon — No. 

Pennsylvania — Yes.  And  already  has  a  special  4  mill  tax  for  securities  in  lieu 
of  other  taxation. 

Rhode  Island — Yes.  And  already  has  a  special  4  mill  tax  on  securities  in  lieu 
of  other  taxation. 

South  Carolina — No. 

South  Dakota — No. 

'  Tennessee— No  . 

Texas — No. 

Utah — No. 

V  ERMONT — Y  es. 

Virginia — Yes. 

Washington — Securities  are  already  not  taxable  by  statute  of  1907,  the  con¬ 
stitutionality  of  which  is  upheld  by  the  courts. 

West  Virginia — No. 

Wisconsin — Yes.  And  already  not  taxable  as  such  but  the  holder  is  taxed  only 
on  the  income  derived  from  them. 

Wyoming — Perhaps  yes. 

The  report  in  1911  of  the  committee  of  the  National  Tax  Association  on 
practicable  substitutes  for  the  personal  property  tax  gives  the  arguments  so 
briefly  and  clearly  that  to  quote  this  report  is  the  best  possible  statement  for  our 
present  purpose.  The  personnel  of  the  committee,  with  Prof.  Seligman  as  chair¬ 
man,  gives  the  statement  the  highest  possible  authority. 

“It  may  be  said  at  the  outset  that  no  tax  that  we  could  possibly  recommend  can  be 
deemed  a  substitute  for  the  Personal  Property  Tax  unless  such  tax  carries  with  it  an 
exemption  of  the  personal  property  affected  from  the  general  property  assessment. 
Th  exemption  of  personal  property  or  its  taxation  at  a  different  rate  from  other 
property  is  forbidden  by  the  constitutions  of  more  than  two-thirds  of  our  states. 
Therefore,  whatever  this  committee  may  recommend  as  a  practicable  substitute  can 
be  considered  as  practicable  only  in  those  states  whose  constitutions  do  not  require 
the  taxation  of  all  property  by  uniform  rules  at  a  uniform  rate.  In  states  whose  con¬ 
stitutions  require'the  general  property  tax  system  there  will  be  no  opportunity  of  any 
substitute  until  the  constitutions  are  amended  in  conformity  with  the  resolution  to 
that  effect  adopted  by  this  conference  in  1907. 
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“The  taxation  of  personal  property  is  not  peculiar  to  the  United  States.  It  has 
existed  at  one  time  or  another  in  most  civilized  countries;  and  while  the  difficulties 
under  which  we  labor  have  been  found  elsewhere,  they  have  in  some  cases  been  more 
or  less  successfully  surmounted.  Concurring  entirely  in  the  conclusions  of  your  com¬ 
mittee  of  1910  on  the  causes  of  the  failure  of  the  general  property  tax,  and  passing 
over  as  entirely  familiar  the  history  of  that  tax,  we  desire  to  call  especial  attention 
to  two  points  in  its  development. 

“In  the  first  place  the  original  method  of  assessment  was  universally  local  in 
character.  Not  only  was  the  property  tax  at  first  a  local  tax,  but  a  local  inspection 
of  a  man’s  tangible  property  was  not  only  perfectly  natural,  but  fairly  satisfactory. 
As  business  relations,  however,  gradually  transcended  the  local  sphere,  not  only  did 
individuals  in  one  place  come  to  own  tangible  personalty  in  another  locality  or  even 
in  another  country,  but  the  intangible  personalty  was  scattered,  perhaps  in  many 
places.  Local  machinery  of  assessment  was  plainly  incompetent  to  deal  with  this  new 
problem;  and  we  accordingly  find  one  of  two  solutions:  either  the  local  machinery  was 
replaced,  or  at  least  controlled,  by  some  form  of  centralized  supervision  as  on  the 
European  continent;  or  the  whole  attempt  to  assess  personal  property  for  local  pur¬ 
poses  was  abandoned,  as  in  England. 

“In  the  second  place,  the  growing  complexity  of  the  various  forms  of  property 
rendered  it  increasingly  difficult  to  utilize  the  older  methods  of  taxing  the  individual 
on  his  entire  estate.  So  heterogeneous  did  the  various  kinds  of  property  become,  so 
unsuccessful  was  the  attempt  to  estimate  their  value  as  parts  of  a  greater  whole  sub¬ 
jected  to  uniform  assessment,  that  the  endeavor  was  now  made  to  select  specific 
classes  of  property,  and  by  taking  certain  outward  indications  or  criteria,  to  secure 
the  ends  of  certainty  of  assessment  and  simplicity  of  administration.  The  process 
which  culminated  in  taxing  certain  kinds  of  property  rather  than  assessing  the  indi¬ 
vidual  on  his  whole  property  might  be  called  the  transition  from  personal  to  specific 
taxation. 

“This  change  from  personal  to  specific  taxation  seems  abstractly  to  be  a  step 
backward,  but  in  practice  it  was  a  great  step  forward.  The  attempt  to  make  the  indi¬ 
vidual  pay  on  his  whole  property  resulted  in  the  escape  of  entire  classes  of  property, 
in  gross  injustice  to  individuals,  and  in  diminishing  revenues  to  the  government.  The 
change  from  personal  to  specific  taxation  represented  &n  advance,  because  it  reached 
the  property  which  it  was  designed  to  reach,  because  it  lessened  the  injustice  between 
individuals,  and  because  it  considerably  augmented  the  revenues  of  the  state.  In 
short,  it  substituted  a  definite  and  unescapable  method  for  an  uncertain  and  arbitrary 
method. 

“This  transition  which  is  familiar  to  all  students  of  the  history  of  taxation  in 
Europe  is  one  upon  which  we  also  have  in  fact  already  entered.  In  some  states  it  is 
more  marked,  in  others  not  yet  so  noticeable;  but  it  is  everywhere  in  progress. 

“What,  then  are  these  methods  of  specific  taxation?  They  can  most  conveniently 
be  discussed  in  connection  with  the  various  kinds  of  personal  property. 

“Personal  property  consists  of  two  chief  classes — tangible  and  intangible.  Tan¬ 
gible  personalty  may  further  be  roughly  divided  into  productive  and  unproductive. 
Unproductive  tangible  personalty,  in  the  ordinary  commercial  sense,  consists  of  house¬ 
hold  furniture,  wearing  apparel,  jewelry,  pictures  and  books,  when  in  use  and  not  for 
sale.  Productive  tangible  personalty  may  roughly  be  subdivided  into  goods,  wares, 
and  merchandise;  machinery  and  stock  in  trade;  and  farm  implements,  live  stock, 
and  produce. 
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A.  TAXATION  OF  INTANGIBLE  PERSONAL  PROPERTY. 

“The  attempt  to  tax  all  property  annually  at  a  uniform  rate  upon  its  value  and 
by  assessment  of  its  owner  has  broken  down  most  completely  in  the  case  of  intangible 
personalty,  i.  e.,  the  evidences  of  ownership  of  tangible  real  or  personal  property  such 
as  shares  of  stock,  bonds,  notes,  mortgages,  credits.  This  breakdown  is  admitted 
by  both  the  defenders  and  opponents  of  the  general  property  tax.  No  less  than  three 
substitutes  have  been  tried  for  the  tax  on  intangible  personalty.  Two  of  these,  were 
first  applied  in  New  York.  The  first  method  is  known  as  the  Mortgage  Recording  Tax. 
It  is  a  tax  of  one-half  of  one  per  cent,  based  on  the  face  value  of  mortgages  of  real 
property  in  the  state,  and  must  be  paid  before  the  mortgage  can  be  placed  on  record. 
The  payment  of  this  tax  exempts  the  mortgage  and  any  bonds  secured  thereby  from 
taxation  in  the  hands  of  the  holder.  This  method  has  been  copied  in  Minnesota, 
Alabama,  and  Michigan.  It  has  been  found  to  afford  a  considerable  revenue  collected 
cheaply,  with  certainty  and  impartiality.  It  does  not  depend  upon  the  vigilance  of  the 
local  assessor  or  the  conscience  of  the  taxpayer. 

“The  second  plan,  recently  adopted  by  the  State  of  New  York,  extends  this  idea 
so  that  owners  of  bonds  and  securities  which  do  not  come  under  the  mortgage  record¬ 
ing  tax  may  present  them  to  the  state  comptroller,  and  by  paying  a  tax  of  one-lialf  of 
one  per  cent  upon  the  face  value,  secure  exemption  from  personal  property  assessment. 
This  tax  is  admitted  to  be  a  compromise,  intended  to  secure  a  fair  and  definite  revnue, 
in  exchange  for  an  exemption  from  liability  to  the  unequal  and  unfair  personal  prop¬ 
erty  assessment.  It  might  be  termed  the  registry  tax. 

“Somewhat  similar  is  the  plan  adopted  in  Connecticut  several  years  ago,  whereby 
a  specific  tax  paid  to  the  state  exempts  the  security  from  local  taxation  for  five  years. 
This  plan  and  the  New  York  security  or  registry  tax  in  lesser  degree  have  something 
of  a  disadvantage  in  that  they  do  not  provide  a  positive  method  for  reaching  the  se¬ 
curity.  The  state  tax-  is  optional,  and  its  collection  depends  on  the  efficacy  of  the 
threat  that  if  unpaid  the  local  assessor  will  catch  the  security  holder  for  a  much  higher 
tax.  As  compared  with  this,  the  recording  tax  is  both  positive  and  automatically  en¬ 
forceable. 

“The  recording  and  registry  tax  will  between  them  reach  the  greater  part  of  in¬ 
tangible  personalty.  They  will  provide  a  fair  revenue — much  larger  than  that  now 
secured  from  intangible  personalty — without  hardship,  and  without  the  gross  in¬ 
equalities  inseparable  from  the  ordinary  personal  property  assessment. 

“With  respect  to  the  mortgage  recording  tax  it  should  be  pointed  out  that  the 
tax  is  generally  paid  by  the  borrowers.  This,  however,  is  also  true  of  other  forms  of 
mortgage  taxation. 

“In  recommending  the  recording  and  registry  tax  your  committee  consider  it 
necessary  to  call  attention  to  the  desirability  of  adjusting  the  amount  of  the  tax  to 
the  length  of  the  period  for  which  exemption  from  other  taxation  is  granted.  The 
objection  has  been  made  to  the  laws  now  in  force  in  some  of  the  states,  that  the  tax 
is  paid  once  and  for  all,  and  the  amount  is  fixed  without  regard  to  the  period  of  ex¬ 
emption.  Your  committee  recognizes  that  in  New  York  conditions  may  be  exceptional 
so  that  the  objection  loses  force;  but  they  believe  that  in  the  majority  of  states  the 
recording  and  registry  tax  should  not  be  payable  once  and  for  all,  but  should  be  ad¬ 
justed,  either,  as  is  now  done  in  Connecticut,  to  some  limited  period  of  exemption,  or, 
through  the  imposition  of  a  higher  rate,  to  the  life  of  the  security. 
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“The  third  method,  which  is  that  followed  in  Pennsylvania  and  Maryland,  and 
more  recently  introduced  in  Minnesota  and  Iowa,  may  be  called  the  classified  tax. 
It  is  the  plan  of  taxing  intangible  personalty  annually  at  a  fixed  rate  uniform  through¬ 
out  the  state,  lower  than  that  imposed  on  other  classes  of  property.  This  possesses 
the  advantage  of  an  annual  levy. 

“Your  committee,  while  recommending  this  plan,  consider  it  important  to  point 
out  that  the  lower  rate  of  taxation  for  intangible  property  does  not  meet  all  the  needs 
of  the  case.  While  such  lower  rate  may  be  a  mitigation  of  the  hardships  of  the  gen¬ 
eral  property  tax,  and  will  tend  to  increase  the  willingness  of  taxpayers  to  return 
such  property  for  taxation,  the  plan  will  not  produce  thoroughly  satisfactory  results 
if  the  enforcement  is  left  wholly  to  local  boards  of  assessors.  It  is  necessary  to  sup¬ 
plement  the  lower  rate  by  effective  state  supervision  of  the  work  of  assessment,  as 
Minnesota  has  done;  and  the  committee  accordingly  recommends  that  states  consider¬ 
ing  the  adoption  of  this  substitute  for  the  existing  tax  on  intangibles  should  not  fail 
to  provide  also  methods  of  administration  that  will  make  rigorous  enforcement 
possible. 

“Summing  up,  your  committee  believe  that  the  Special  Securities  Tax,  as  we 
should  like  to  call  it,  whether  in  the  form  of  the  recording,  the  registry,  or  the  classi¬ 
fied  tax,  either  separately  or  in  combination,  constitutes  a  practicable  substitute  for 
the  tax  on  intangible  personalty.” 

The  report  then  goes  on  to  consider  the  taxation  of  tangible  personal  prop¬ 
erty.  Since  the  present  discussion  is  not  immediately  concerned  with  this  mat¬ 
ter  it  passes  over  to  the  final  statements.  Their  reference  to  the  omitted  consid¬ 
eration  of  taxation  of  tangibles  does  not  obscure  them. 

CONCLUSION. 

“The  entire  argument  for  the  taxation  of  personal  property  is  that  its  owners 
should  be  compelled  to  contribute  their  share  to  the  support  of  government.  The 
demand  that  each  should  pay  his  share  of  the  general  expense  is  indubitably  sound. 
The  weakness  of  the  general  property  tax  idea  (of  taxing  all  property  in  the  same 
way)  is  that  it  ignores  the  incidence  of  taxation.  The  general  property  tax  has  always 
been  popular  because  it  was  based  on  the  theory  that  the  property  owner  bore  the 
taxes  which  he  paid.  This  is  indeed  measurably  true  as  long  as  all  property  is 
reached  and  taxed  at  the  same  rate.  But  as  soon  as  the  tax  becomes  an  unequal  one — 
that  is,  as  soon  as  some  kinds  of  property  are  reached  and  others  escape — the  situa¬ 
tion  is  very  different.  The  real  estate  tax,  for  instance,  so  far  as  it  falls  on  houses,  is, 
under  such  conditions,  shifted  to  the  tenant.  The  mortgage  tax,  under  similar  con¬ 
ditions,  is  shifted  to  the  borrower.  The  stock-in-trade  tax  again  is  shifted  to  the 
purchaser;  and  so  on.  As  soon  as  the  general  property  tax  begins  to  split  up,  as  is 
the  case  at  present  in  the  United  States,  there  is  no  assurance  that  the  owner  of  per¬ 
sonal  property  bears  the  tax  even  if  he  is  made  to  pay  it.  This  fact  should  give  pause 
to  those  who  are  reluctant  to  abolish  any  part  of  the  tax  or  even  to  modify  it.  If  we 
are  not  reaching  the  owner  of  personal  property,  and  if,  as  your  committee  of  last 
year  tells  us,  no  degree  of  administrative  ingenuity  will  enable  us  to  do  so,  why  should 
we  object  to  a  change  which  will  only  register  actual  facts? 

“On  the  other  hand  it  must  be  remembered  that  pari  passu  with  the  escape  of 
personal  property  from  the  general  property  tax,  there  has  been  going  on  a  process 
which  is  slowly  putting  back  with  one  hand  what  is  being  taken  away  by  the  other. 
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In  all  our  states  public  service  corporations  are  being  more  or  less  effectively  taxed, 
and  in  some  of  our  states  other  corporations  as  well.  These  newer  methods  of  state 
taxation  are  reaching,  to  a  certain  extent,  at  least,  the  corporate  securities  owned 
by  individuals.  Again,  the  inheritance  taxes,  now  found  in  so  many  of  our  states, 
are  achieving  more  and  more  success  in  bringing  into  the  meshes  of  the  tax  gatherer 
the  personal  property  of  individuals  on  periodical  occasions.  And  if,  as  is  not  im¬ 
probable,  we  shall  soon  have  a  federal  income  tax,  the  taxable  ability  of  the  indi¬ 
vidual  will  again  be  reached.  So  that,  from  the  point  of  view  of  individual  obligation 
at  least,  the  need  of  any  additional  substitute  for  the  personal  property  tax  is  less 
imperative  than  seemed  to  be  the  case  a  few  years  ago. 

“If,  however,  we  approach  the  subject  from  the  point  of  view  of  public  revenue, 
rather  than  individual  obligation,  the  methods  described  above  promise  very  much 
better  results  than  those  achieved  at  present  by  the  personal  property  tax.  In  the 
great  mass  of  our  states,  the  special  securities  tax,  the  business  rentals  tax,  and  an 
extension  of  the  corporation  tax  will,  in  the  opinion  of  your  committee,  be  found  to 
constitute  separately  or  conjointly  practicable  substitutes  for  the  personal  property 
tax. 


“Finally,  two  points  must  be  emphasized.  In  the  first  place,  whatever  selection 
be  made,  an  important  step  in  any  reform  consists  in  an  improvement  of  administra¬ 
tive  methods  through  central  control,  or  central  supervision,  of  the  machinery  of 
assessment  and  collection.  Only  with  the  accomplishment  of  such  improvement  can 
we  hope  to  find  any  permanently  satisfactory  substitute  for  the  discredited  personal 
property  tax. 

“Secondly,  the  same  substitute  or  substitutes  will  not  necessarily  work  equally 
everywhere.  Economic  conditions  and  therefore  fiscal  needs  vary  greatly  from  state 
to  state.  What  works  well  in  an  industrial  or  financial  center  might  not  work  so 
well  in  a  largely  agricultural  section.  The  size  and  complexity  of  business,  the  ex¬ 
tension  of  corporate  securities,  the  relative  homogeneity  of  property,  the  attachment 
of  the  public  to  existing  methods  of  taxation,  or  the  readiness  of  public  sentiment  to 
depart  from  actual  practices — all  these  are  factors  of  importance  to  be  considered  in 
the  selection  of  a  substitute.  Local  variations  in  conditions  will  necessitate  a  con¬ 
siderable  latitude  in  the  choice  of  methods. 

“The  personal  property  tax  has  become  an  irretrievable  failure.  Any  of  the 
above-mentioned  substitutes  will  constitute  a  step  in  advance  and  will  prepare  us-  for 
a  later  and  additional  step  in  the  pathway  of  fiscal  reform  and  economic  justice. 
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The  text  of  the  New  York  recording  tax  law  referred  to  and  some  discussion 
of  it  is  given  below  under  the  state  heading.  The  texts  of  the  older  Connecticut 
act,  and  of  the  more  recent  Michigan  act  are  also  given  under  the  state  heads. 

A  statement  of  the  constitutional  provisions  directly  affecting  the  question 
is  given  below,  with  citations  interpreting  them.  Mention  of  exemptions  from 
taxation  provided  for  in  the  constitution  is  made  because  by  a  general  rule  of  in¬ 
terpretation  such  specific  exemptions  preclude  the  legislature  from  making  other 
exemptions. 

ALABAMA. 

Constitution,  Art.  11,  Sec.  211:  “All  taxes  levied  on  property  in  this  state  shall 
be  assessed  in  exact  proportion  to  the  value  of  such  property.” 

By  Sec.  214  state  taxation  is  limited  to  .065  per  cent;  Sec.  215,  county  to  .05  per 
cent;  Sec.  216,  city,  town  and  village  to  .05  per  cent. 

The  constitution*  makes  no  express  exemptions  from  taxation  and  does  not  pro¬ 
hibit  exemptions.  So  it  would  seem  that  a  statute  exempting  securities  from  taxation 
might  be  upheld. 

Western  Union  v.  State  Board  of  Assessment,  80  Alabama  273,  and  Phoenix 
Assurance  Co.  v.  Fire  Department,  117  Alabama  631,  do  not  deal  with  the  question 
directly  but  their  general  discussion  does  not  preclude  the  conclusion  stated. 

ARKANSAS. 


Constitution,  Article  16,  Sec.  5. 

“All  property  subject  to  taxation  shall  be  taxed  according  to  its  value.  That 
value  to  be  ascertained  in  such  manner  as  the  general  assembly  shall  direct,  making 
the  same  equal  and  uniform  throughout  the  state.  No  one  species  of  property,  from 
which  a  tax  may  be  collected,  shall  be  taxed  higher  than  another  species  of  property 
of  equal  value:  Provided,  The  general  assembly  shall  have  power,  from  time  to  time, 
to  tax  hawkers,  peddlers,  ferries,  exhibitions  and  privileges  in  such  manner  as  may 
be  deemed  proper:  Provided  further,  That  the  following  property  shall  be  exempt 
from  taxation:  public  property  used  exclusively  for  public  purposes,  churches  used  as 
such,  cemeteries  used  exclusively  as  such,  school  buildings  and  apparatus,  libraries 
and  grounds  used  exclusively  for  school  purposes,  and  buildings  and  grounds  and 
materials  used  exclusively  for  public  charity.” 

So  securities  cannot  be  taxed  at  a  lower  rate  than  any  other  property,  by  express 
provision,  and  they  cannot  be  exempted  from  taxation,  because  the  express  exemp¬ 
tions  stated  exclude  others. 


CALIFORNIA. 

By  amendment  adopted  November  6th,  1894,  the  constitution  provides: 

“All  property  in  the  state  not  exempt  under  the  laws  of  the  United  States,  shall 
be  taxed  in  proportion  to  its  value,  to  be  ascertained  as  provided  by  law.  The  word 
‘property,’  as  used  in  this  article  and  section,  is  hereby  declared  to  include  moneys, 
credits,  bonds,  stocks,  dues,  franchises,  and  all  other  matters  and  things  real,  per¬ 
sonal,  and  mixed,  capable  of  private  ownership:  Provided,  That  property  used  for 
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free  public  libraries  and  free  museums,  growing  crops,  property  used  exclusively  for 
public  schools,  and  such  as  may  belong  to  the  United  States,  this  state,  or  to  any 
county  or  municipal  corporation  within  this  state,  shall  be  exempt  from  taxation. 
The  legislature  may  provide,  except  in  case  of  credits  secured  by  mortgage  or  trust 
deed,  for  a  deduction  from  credits  of  debts  due  to  bona  fide  residents  of  this  state.” 

Solvent  credits  are  property  and  must  be  taxed  as  such  to  the  person  who  owns 
them.  Bank  of  Mendocino  v.  Chalfont,  51  Cal.  369. 

COLORADO. 

Constitution,  Art.  10,  Sec.  3.  “All  taxes  shall  be  uniform  upon  the  same  class 
of  subjects  within  the  territorial  limits  of  the  authority  levying  the  tax,  and  shall  be 
levied  and  collected  under  general  laws,  which  shall  prescribe  such  regulations  as 
shall  secure  a  just  valuation  for  taxation  of  all  property,  real  and  personal.” 

Sec.  6.  “All  laws  exempting  from  taxation  property  other  than  that  hereinbefore 
mentioned  shall  be  void.” 

Since  the  constitution  permits  classification,  but  forbids  exemption,  an  act  taxing 
securities  at  a  lower  rate  than  other  property  would  perhaps  be  constitutional. 

The  language  of  the  constitution  leaves  the  situation  uncertain,  and  the  decisions 
do  not  clear  up  the  doubt.  It  is  apparently  the  general  feeling  that  special  favor  to 
securities  is  unconstitutional. 

A  special  classification  of  railroad  property  for  assessment  was  upheld. — Ames 
v.  People,  26  Colo.  83  (1899). 

Distinguishing  between  goods  offered  for  sale  and  goods  not  offered  for  sale 
violates  the  constitution. — Leonard  v.  Reed,  4  6  Colo.  307  (1909). 

A  statute  taxing  certain  personal  property  brought  into  the  state  after  May  1st, 
but  not  other  personal  property  is  unconstitutional. — Commissioners  of  Pueblo 
Couny  v.  Wilson,  15  Colo.  90  (1890). 

A  staute  assuming  to  relieve  insurance  companies  from  the  payment  of  taxes  on 
their  personalty  violates  Sec.  10,  Art.  10,  of  the  constitution. — Imperial  Co.  v.  Denver, 
51  Colo.  456  (1911). 

CONNECTICUT. 

“There  is  little  in  the  constitution  of  this  state  to  limit  the  discretion  of  the 
legislature  in  imposing  taxes.  Any  express  provision  that  ‘Taxation  shall  be  uniform 
and  equal’  is  not  to  be  found  in  the  constitution;  and  the  provisions  of  that  instrument 
exclude  the  possibility  of  a  limitation  of  legislative  power  by  any  implied  mandate  to 
that  effect.”  (Cooley  on  Taxation.) 

State  v.  Travelers  Ins.  Co.,  70  Conn.  590. 

State  v.  Travelers  Ins.  Co.,  73  Conn.  255. 

The  state  already  has  an  optional  four  mill  tax  law.  This  has  been  in  operation 
a  number  of  years  now,  and  perhaps  it  might  be  expedient  to  seek  legislation  includ¬ 
ing  the  principles  in  the  New  York  act.  The  text  of  the  present  act  follows: 

Section  2325  of  the  general  statutes  of  Connecticut,  as  amended  by  Chapter  160 
of  the  public  acts  of  1907,  is  hereby  amended  to  read  as  follows:  Any  person  may 
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take  or  send  to  the  office  of  the  treasurer  of  this  state  any  bond,  note,  or  other  chose 
in  action,  or  a  description  of  the  same,  and  may  pay  to  the  state  a  tax  of  two  per 
centum  on  the  face  amount  thereof  for  five  years  or,  at  the  option  of  such  person, 
for  a  greater  or  less  number  of  years  at  the  same  rate,  under  such  regulations  as  the 
treasurer  may  prescribe,  and  the  treasurer  shall  thereupon  make  an  endorsement 
upon  said  bond,  note,  or  other  chose  in  action,  or  shall  give  a  receipt  for  the  tax 
thereon,  describing  said  bond,  note,  or  other  chose  in  action,  certifying  that  the 
same  is  exempt  from  all  taxation  for  the  period  of  five  years,  or  for  such  longer  or 
shorter  period  for  which  a  proportionate  tax  has  been  paid,  which  endorsement  or 
receipt  shall  be  duly  dated  and  signed  in  the  name  of  the  treasurer  and  with  the  seal 
of  the  treasurer  affixed.  Said  treasurer  shall  keep  a  rcord  of  such  endorsements  and 
receipts  with  a  description  of  such  bonds,  notes,  or  other  clioses  in  action,  together 
with  the  name  and  address  of  the  party  presenting  the  same  and  date  of  registration; 
and  said  treasurer  shall  annually,  on  or  before  the  tenth  day  of  November,  mail  to 
the  town  clerk  of  each  town  a  general  description  of  all  such  bonds,  notes,  or  other 
chose  in  action  so  registered  before  the  first  day  of  the  October  last  preceding  by 
persons  residing  in  such  town,  the  date  and  period  of  such  registration,  and  the  names 
of  the  persons  by  whom  the  same  were  registered;  and  all  bonds,  notes,  or  other 
chose  in  action  so  endorsed,  or  described  in  such  a  receipt,  shall  be  exempt  from  all 
taxation  in  the  state  during  the  period  for  which  said  tax  is  so  paid. 

DELAWARE. 

Constitution,  Art.  8. 

Sec.  1.  “All  taxes  shall  be  uniform  upon  the  same^class  of  subjects  within  the 
territorial  limits  of  the  authority  levying  the  tax,  and  shall  be  levied  and  collected 
under  general  laws,  but  the  general  assembly  may  by  general  laws  exempt  from  tax¬ 
ation  such  property  as  in  the  opinion  of  the  general  assembly  will  best  promote  the 
public  welfare.” 

There  is  no  statute  providing  for  the  taxation  of  stocks,  bonds,  notes  or  deposits 
in  this  state  and  in  practice  none  are  taxed.  So  nothing  would  be  gained  by  seeking 
legislation  at  this  time. 

DISTRICT  OF  COLUMBIA. 

“Congress,  like  a  state  legislature  unrestricted  by  constitutional  provision,  may, 
at  its  discretion,  wholly  exempt  from  taxation  certain  classes  of  property  in  the  Dis¬ 
trict  of  Columbia,  or  may  tax  them  at  a  rate  lower  than  that  imposed  on  other 
property.” — Cooley  on  Taxation. 

See  Gibbons  v.  District  of  Columbia,  116  U.  S.  404. 

There  is  no  statute  providing  for  the  taxation  of  stocks,  bonds,  notes  or  deposits 
in  the  District  of  Columbia  and  in  practice  none  are  taxed.  So  nothing  would  be 
gained  at  this  time  by  seeking  legislation  here. 

FLORIDA. 

Constitution,  Art.  9. 

Sec.  1.  “The  legislature  shall  provide  for  a  uniform  and  equal  rate  of  taxation, 
and  shall  prescribe  such  regulations  as  shall  secure  a  just  valuation  of  all  property, 
both  real  and  personal,  excepting  such  property  as  may  be  exempted  by  law  for 
municipal,  educational,  literary,  scientific,  religious  or  charitable  purposes.” 

This  pretty  clearly  precludes  special  legislation  for  securities. 
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GEORGIA. 

Constitution,  Art.  7. 

Sec.  2,  Par.  1.  “All  taxation  shall  be  uniform  upon  the  same  class  of  subjects, 
and  ad  valorem  on  all  property  subject  to  be  taxed  within  the  territorial  limits  of 
the  authority  levying  the  tax  and  shall  be  levied  and  collected  under  general  laws. 
The  general  assembly  may,  however,  impose  a  tax  upon  such  domestic  animals  as 
from  their  nature  and  habits,  are  destructive  of  other  property. 

Par.  2.  “Contains  the  ordinary  provision  for  exempting  religious,  charitable  and 
educational  property.” 

Par.  4.  “All  laws  exempting  property  from  taxation,  other  than  the  property 
herein  enumerated,  shall  be  void.” 

If  the  rate  of  taxation  is  uniform  the  fact  that  the  method  applied  to  realty 
differs  from  that  applied  to  personalty  does  not  render  the  scheme  of  taxation  un¬ 
constitutional. 

McLendon  v.  La  Grange,  107  Ga.  356. 


ILLINOIS. 

Constitution,  Art.  9,  Sec.  1. 

“The  general  assembly  shall  provide  such  revenue  as  may  be  needful  by  levying 
a  tax,  by  valuation,  so  that  every  person  and  corporation  shall  pay  a  tax  in  proportion 
to  the  value  of  his,  her  or  its  property — such  value  to  be  ascertained  by  some  person 
or  persons,  to  be  elected  or  appointed  in  such  manner  as  the  general  assembly  shall 
direct,  and  not  otherwise;  but  the  general  assembly  shall  have  power  to  tax  peddlers, 
auctioneers,  brokers,  hawkers,  merchants,  commission  merchants,  showmen,  jugglers, 
innkeepers,  grocery  keepers,  liquor  dealers,  toll  bridges,  ferries,  insurance,  telegraph 
and  express  interests  or  business,  vendors  of  patents,  and  persons  or  corporations  own¬ 
ing  or  using  franchises  and  privileges,  in  such  manner  as  it  shall  from  time  to  time 
direct  by  general  law,  uniform  as  to  the  class  upon  which  it  operates.” 

The  provisions  of  the  constitution  preclude  discrimination  in  favor  of  or  against 
any  classes  of  property  or  persons  whatsoever,  and  therefore,  personalty  or  improve¬ 
ments  on  realty  cannot  be  favored  in  taxation. 

Primm  v.  Bellevue,  59  Ills.  142. 

The  provisions  require  the  taxation  of  loans  or  any  other  credits,  as  these  are 
property  as  much  as  lands  or  chattels  in  possession. 

Trustees  v.  McConnell,  12  Ills.  138. 

People  v.  Worthington,  21  Ills.  123. 

The  enumeration  of  the  property  which  may  be  exempted  from  taxation  by  this 
section  is  a  limitation  upon  the  power  of  th'e  legislature  to  exempt  other  property 
either  by  general  or  by  special  law. 

Consolidated  Coal  Co.  v.  Miller  et  al.,  236  Ills.  149  (1908). 
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IDAHO. 

Constitution,  Art.  7. 

Sec.  2.  “The  legislature  shall  provide  such  revenue  as  may  be  needful,  by  levy¬ 
ing  a  tax  by  valuation,  so  that  every  person  or  corporation  shall  pay  a  tax  in  propor¬ 
tion  to  the  value  of  his,  her,  or  its  property,  except  as  in  this  article  hereinafter  other¬ 
wise  provided  .  . 

Sec.  3.  “The  word  ‘property'  as  herein  used  shall  be  defined  and  classified  by 
law.” 

Sec.  4.  “The  property  of  the  United  States,  the  state,  counties,  towns,  cities,  and 
other  municipal  corporations  and  public  libraries  shall  be  exempt  from  taxation.” 

Sec.  5.  “All  taxes  shall  be  uniform  upon  the  same  class  of  subjects  within  the 
territorial  limits  of  the  authority  levying  the  tax,  and  shall  be  levied  and  collected 
under  general  laws,  which  shall  prescribe  such  regulations  as  shall  secure  a  just 
valuation  for  taxation  of  all  property,  real  and  personal:  Provided,  That  the  legis¬ 
lature  may  allow  such  exemptions  from  taxation  from  time  to  time  as  shall  seem 
necessary  and  just,  and  all  existing  exemptions  provided  by  the  laws  of  the  territory 
shall  continue  until  changed  by  the  legislature  of  the  state:  Provided  further,  That 
duplicate  taxation  of  property  for  the  same  purpose  during  the  same  year,  is  hereby 
prohibited.” 

Sec.  6.  “The  legislature  shall  not  impose  taxes  for  the  purpose  of  any  county, 
city,  town,  or  other  municipal  corporation,  but  may  by  law  invest  in  the  corporate 
authorities  thereof,  respectively,  the  power  to  assess  and  collect  taxes  for  all  purposes 
of  such  corporation.” 

Session  Laws  1913,  Chapter  58,  Art.  1,  Sec.  4 — Exempts  from  Taxation. 

(F)  Capital  stock  of  corporations  to  the  amount  actually  invested  in  or  repre¬ 
sented  by  property  which  has  been  assessed. 

(L)  All  dues  and  credits  secured  by  mortgage,  trust,  deed,  or  other  liens. 

INDIANA. 

Constitution,  Art.  10. 

Sec.  1.  “The  general  assembly  shall  provide,  by  law,  for  a  uniform  and  equal 
rate  of  assessment  and  taxation;  and  shall  prescribe  such  regulations  as  shall  secure 
a  just  valuation  for  taxation  of  all  property,  both  real  and  personal,  excepting  such 
only  for  municipal,  educational,  literary,  scientific,  religious  or  charitable  purposes, 
as  may  be  specially  exempted  by  law.” 

In  prescribing  regulations  “to  secure  a  just  valuation  of  all  property”  the  legis¬ 
lature  must  exercise  a  discretion,  and  unless  the  method  adopted  be  clearly  inade¬ 
quate  to  secure  the  result  the  courts  cannot  interfere.  A  statute  for  the  taxation  of 
railroad  property,  which  authorizes  the  assessors  in  estimating  the  value  of  the  road 
to  take  into  consideration  its  location  for  business  the  competition  of  other  roads, 
its  earnings,  etc.,  cannot  therefore  be  held  unconstitutional. 

Louisville,  etc.,  R.  Co.  v.  State,  155  Ind.  604. 

Exemptions  cannot  be  allowed  except  in  the  cases  enumerated  by  the  consti¬ 
tution. 
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State  v.  Workingmen’s  Building,  etc.,  Assn.,  152  Ind.  278.  This  case  holds  that 
any  law  directly  or  indirectly  exempting  the  stock  of  a  building  and  loan  association 
from  assessment  at  its  true  cash  value  is  void. 

A  tax  for  a  general  purpose  cannot  be  levied  on  one  species  of  taxable  property 
only,  and  therefore  a  levy  of  a  specific  tax  on  land  by  the  acre  for  highway  purposes 
without  taxing  personality  is  void.  Bright  v.  McCullough,  2  7  Ind.  2  23. 

A  tax  for  a  state  purpose  must  be  uniform  throughout  the  state;  for  a  county 
purpose,  throughout  the  county;  and  for  a  town  purpose,  throughout  the  township. 

Board  of  Commissioners  v.  State,  155  Ind.  608. 

IOWA. 

Constitution,  Art.  3,  Sec.  30. 

“All  laws  shall  be  general  and  of  uniform  operation  throughout  the  state.” 

See  Union  Pacific  Railroad  Co.  v.  Pottawatamie  County,  4  Dill.  479;  Chicago, 
etc.,  R.  Co.  v.  Sabrela,  19  Fed.  Rep.  177;  Hawkeye  Ins.  Co.  v.  French,  109  la.  585. 

Moneys,  credits,  and  shares  of  stock  in  corporations  other  than  banks,  except  as 
otherwise  provided,  are  taxed  at  the  rate  of  5  mills  on  the  dollar  of  actual  valuation, 
in  lieu  of  all  other  taxes.  This  includes  all  taxable  corporate  shares  other  than  those 
in  banks,  trust  companies,  and  building  and  loan  associations;  also  all  taxable  bonds, 
all  mortgages,  notes  and  bank  deposits  (Code  Sec.  1310,  as  amended  by  laws  1911, 
Ch.  63,  Sec.  1). 

This  act  is  so  recent  that  it  would  probably  be  inexpedient  to  try  and  get  further 
change  now. 


KANSAS. 

Constitution,  Art.  11,  Sec.  1. 

“The  legislature  shall  provide  for  a  uniform  and  equal  rate  of  assessment  and 
taxation;  but  all  property  used  exclusively  for  state,  county,  municipal,  literary,  edu¬ 
cational,  scientific,  religious,  benevolent  and  charitable  purposes,  and  personal  prop¬ 
erty  to  the  amount  of  at  least  two  hundred  dollars  for  each  family,  shall  be  exempted 
from  taxation. 

(N.  B. — Under  the  strict  wording  apparently  could  exempt  all  personal  property.) 

The  legislature  may  choose  different  methods  for  different  kinds  of  property  so 
long  as  it  keeps  in  view  the  uniformity  and  equality  of  rate  which  the  constitution 
requires.  Gulf  R.  Co.  v.  Morris,  7  Kans.  210.  Ottawa  County  v.  Nelson,  19  Kans. 
23.  Board  of  Commissioners  v.  Mo.,  Kans.  &  Tex.  Ry.,  62  Kans.  168. 

Though  the  actual  wording  of  the  constitution  would  seem  to  permit  a  total 
exemption  of  securities,  it  is  doubtful  if  a  court,  considering  the  obvious  purpose  of 
the  exemption,  would  uphold  a  total  exemption. 

KENTUCKY. 

Constitution,  Sec.  171.  “.  .  .  They  (taxes)  shall  be  uniform  upon  all  property, 

subject  to  taxation  within  the  territorial  limits  of  the  authority  levying  the  tax;  and 
all  taxes  shall  be  levied  and  collected  by  general  laws. 
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Sec.  172.  “All  property,  not  exempted  from  taxation  by  this  constitution,  shall 
be  assessed  for  taxation  at  its  fair  cash  value,  estimated  at  the  price  it  would  bring  at 
a  fair  voluntary  sale.” 

Sec.  174.  “All  property,  whether  owned  by  natural  persons  or  corporations, 
shall  be  taxed  in  proportion  to  its  value,  unless  exempted  by  this  constitution. 

Sec.  181.  (Amendment  1892.)  ' 

“The  general  assembly  shall  not  impose  taxes  for  the  purposes  of  any  county, 
city,  town  or  other  municipal  corporation,  but  may,  by  general  laws  confer  on  the 
proper  authorities  thereof,  respectively,  the  power  to  assess  and  collect  taxes,  .  .  .” 

“And  the  general  assembly  may,  by  general  laws  only,  authorize  cities  or  towns 
of  any  class  to  provide  for  taxation  for  municipal  purposes  on  personal  property, 
tangible  and  intangible,  based  on  income,  licenses  or  franchises,  in  lieu  of  an  ad 
valorem  tax  thereon.  .  . 

LOUISIANA. 

Constitution. 

Art.  225.  “Taxation  shall  be  equal  and  uniform  throughout  the  territorial 
limits  of  the  authority  levying  the  tax,  and  all  property  shall  be  taxed  in  proportion 
to  its  value,  to  be  ascertained  as  directed  by  law;  provided,  the  assessment  of  all 
property  shall  never  exceed  the  actual  cash  value  thereof.  .  .  .” 

Art.  230.  (As  amended  Nov.  4,  1902)  makes  various  exemptions  from  taxation. 

A  provision  that  taxation  shall  be  equal  and  uniform  throughout  the  state  ap¬ 
plies  only  to  state  taxes. 

Municipality  v.  Duncan,  2  La.  An.  182. 

New  Orleans  v.  Klein,  26  La.  An.  493. 

Louisiana  v.  Pillsbury,  105  U.  S.  278. 

A  later  provision  that  “taxation  shall  be  equal  and  uniform  throughout  the 
territorial  limits  of  the  authority  levying  the  tax”  includes  both  property  taxes  and 
license  taxes. 

Swords  v.  Baillio,  105  La.  An.  328. 

It  does  not  require  that  all  property  shall  be  taxed,  but  only  such  as  is  fixed 
upon  for  the  purposes  of  revenue  shall  be  taxed  with  equality  and  uniformity  and 
therefore,  a  revenue  law.  is  not  invalid  because  of  its  excluding  from  its  scope  a 
moderate  amount  of  household  furniture  or  income. 

New  Orleans  v.  Fourchey,  30  La.  An.  910. 

New  Orleans  v.  Davidson,  30  La.  An.  554. 

The  legislature  has  broad  discretion  in  the  matter  of  classification  and  may  make 
foreign  insurance  companies  a  separate  class  for  heavier  taxation  than  is  imposed  on 
home  companies. 

Ins.  Co.  v.  New  Orleans,  1  Woods  85. 

Hughes  v.  Cairo,  92  Ills.  339. 

Home  Ins.  Co.  v.  Sweigert,  104  Ills.  653. 
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But  a  statute  providing  that  corporations,  associations,  partnerships  and  indi¬ 
viduals  of  foreign  governments  doing  insurance  business  in  the  state,  shall  under 
certain  circumstances  pay  a  tax  on  their  gross  receipts  creates  a  property  tax,  and 
being  confined  to  a  particular  class  violates  the  constitutional  requirement  that  “All 
property  shall  be  taxed  in  proportion  to  its  value,  to  be  ascertained  as  directed  by 
law.”  Parker  v.  Ins.  Co.,  42  La.  An.  428. 

MAINE. 

Art.  9,  Sec.  8.  “All  taxes  upon  real  and  personal  estate,  assessed  by  authority 
of  this  state,  shall  be  apportioned  and  assessed  equally,  according  to  the  just  value 
thereof.” 

“The  only  provision  of  the  constitution  of  this  state  relating  to  the  exercise  of 
the  legislative  power  of  taxation  is  that  in  Sec.  8  of  Art.  9,  as  follows: 

“All  taxes  upon  real  and  personal  estate  assessed  by  authority  of  this  state  shall 
be  apportioned  and  assessed  equally  according  to  the  just  value  thereof.”  This  pro¬ 
vision  simply  requires  that  any  tax  which  shall  be  lawfully  imposed  upon  any  kind  or 
class  of  real  or  personal  property  shall  be  apportioned  and  assessed  upon  all  such 
property  equally,  etc.  Portland  v.  Water  Co.,  67  Maine  135.  It  does  not  require  the 
legislature  to  impose  taxes  upon  all  the  real  and  personal  property  within  the  state 
of  whatever  kind  and  to  whatever  use  applied.  The  legislature  may,  nevertheless, 
determine  what  kinds  and  classes  of  property  shall  be  taxed  and  what  kinds  and 
classes  shall  be  exempt  from  taxation.  It  has  exercised  this  power  of  exemption  fre¬ 
quently  and  continually,  without  question  since  the  adoption  of  the  constitution. 
Portland  v.  Water  Co.,  Supra.  See  the  eleven  paragraphs  of  Section  6  of  Chapter  9 
R.  S.  for  numerous  instances  of  such  exemptions.  It  is  now  too  late  to  question  the 
power.  .  .  .  Applying  the  foregoing  propositions  to  the  questions  submitted,  it 

is  our  opinion: 

First.  That  an  excise  tax  prohibiting  the  assessment  of  all  other  taxes  upon 
railroads,  their  property  or  stock  according  to  their  just  value,  is  not  plainly  forbidden 
by  any  provision  in  the  constitution,  and  is  therefore  constitutional.  Opinion  of  the 
Justices,  102  Me.  527.  (1907.) 


MARYLAND. 

Constitution,  Art.  15. 

.  .  Every  person  in  the  state,  or  person  holding  property  therein,  ought  to 

contribute  his  proportion  of  public  taxes  for  the  support  of  the  government,  accord¬ 
ing  to  his  actual  worth  in  real  or  personal  property.” 

Corporate  bonds  secured  by  mortgage  on  property  within  the  state  may  be  taxed, 
although  the  debts  of  individuals,  and  the  bonds  of  foreign  corporations  so  secured, 
as  well  as  non-interest  bearing  corporate  bonds  and  the  mortgage  debts  of  homestead 
and  building  associations  are  exempt. — Simpson  v.  Hopkins,  82  Md.  478. 

See  also  State  v.  Cumberland,  etc.,  R.  Co.,  40  Md.  22. 

All  taxable  bonds  and  mortgages  and  shares  of  stock  in  corporations  incorpor¬ 
ated  or  located  outside  the  state  for  state  purposes  (usually  about  1%  mills)  and  at 
a  uniform  rate  of  30  cents  per  $100  of  valuation  for  county  and  municipal  purposes. 
Bonds  upon  which  no  interest  is  paid,  and  foreign  stocks  in  which  no  dividends  are 
paid,  are  exempt.  Annotated  Code,  Art.  81,  Sec.  214  W. 
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This  provision  has  perhaps  not  been  in  force  long  enough  to  make  it  expedient 
to  try  and  get  a  further  reduction  in  the  taxation  of  securities  at  this  time. 

MASSACHUSETTS. 

Constitution,  Chap.  1.  Sec.  1,  Art.  4:  “And  further,  full  power  and  authority 
are  hereby  given  and  granted  to  the  said  general  court  ...  to  impose  and 
levy  proportional  and  reasonable  assessments,  rates,  and  taxes,  upon  all  the  inhabi¬ 
tants  of,  and  persons  resident  and  estates  lying,  within  the  said  commonwealth.” 

The  constitutional  provision  that  the  legislature  shall  only  impose  proportional 
and  reasonable  taxes  is  violated  if  taxes  are  imposed  on  one  class  of  persons  or  prop¬ 
erty  at  a  different  rate  from  that  which  is  applied  to  other  classes,  whether  the  dis¬ 
crimination  is  effected  directly  in  the  assessment,  or  indirectly  through  arbitrary  and 
unequal  methods  of  valuation. 

Cheshire  v.  County  Commissioners,  110  Mass.  386. 

Citing  other  cases. 

A  proposed  law  attempting  to  exempt  intangible  property,  such  as  money  on 
hand,  on  deposit  or  at  interest,  and  other  debts  due  a  taxpayer,  public  stocks  and 
securities,  bonds  of  domestic  and  foreign  corporations,  and  the  shares  in  the  capital 
stock  of  foreign  corporations,  and  impose  thereon  a  uniform  tax  at  the  rate  of  three 
mills  on  each  dollar  of  the  fair  cash  valuation  thereof,  would  be  invalid  under  Const. 
Pt.  2,  cl.  Par.  1,  Art.  4,  empowering  the  general  court  to  levy  proportional  and  reason¬ 
able  taxes,  etc.,  since  its  effect  would  be  to  decrease  the  taxation  of  property  men¬ 
tioned,  and  thus  to  increase  the  tax  on  other  property,  and  hence  make  the  tax 
disproportional;  and  the  fact  that  the  existing  laws  as  to  the  taxation  of  intangible 
property  make  it  possible  for  much  of  the  property  to  go  untaxed  is  not  a  sufficient 
reason  to  change  the  plain  meaning  of  the  constitution. 

In  re  Opinion  of  the  Justices,  195  Mass.  607  (1908). 

Under  the  constitution,  requiring  that  all  taxes  shall  be  proportional  and  reason¬ 
able,  all  kinds  of  property,  unless  exempted,  must  be  taxed  alike,  and  it  is  not  per¬ 
missible  to  make  an  assessment  at  one  rate  on  real  estate  and  at  another  rate  on 
personalty.  In  re  Opinion  of  Justices,  2  08  Mass.  616  (1911). 

MICHIGAN. 

Constitution,  Art.  14,  Sec.  11:  “The  legislature  shall  provide  a  uniform  rule 
of  taxation,  except  on  property  paying  specific  taxes,  and  taxes  shall  be  levied  on 
such  property  as  shall  be  prescribed  by  law.  .  .  .” 

The  present  Michigan  secured  debts  recording  tax  comes  in  under  property  pay¬ 
ing  specific  taxes.  It  became  operative  August  1,  1913.  The  text  follows: 

AN  ACT  TO  PROVIDE  FOR  THE  ASSESSMENT  AND  THE  COLLECTION  OF  A  SPE¬ 
CIFIC  TAX  UPON  SECURED  DEBTS  OTHER  THAN  DEBTS  SECURED  OR 

EVIDENCED  BY  MORTGAGES  AND  LIENS  UPON  REAL  PROPERTY,  AND 

WHICH  MORTGAGES  AND  LIENS  ARE  RECORDED  IN  MICHIGAN,  AND  TO 

REPEAL  ALL  ACTS  AND  PARTS  OF  ACTS  IN  CONTRAVENTION  THERETO. 

The  People  of  the  State  of  Michigan  enact: 

Section  1.  The  words  “secured  debts”  as  used  in  this  act  shall  include: 


19 


I.  B.  A.  OF  A.  BULLETIN 


(1)  Any  bond,  note  or  debt  secured  by  mortgage  or  real  property  recorded  in 
any  state  or  country  other  than  Michigan,  and  not  recorded  in  the  State  of  Michigan. 

(2)  Any  and  all  bonds,  notes  or  written  or  printed  obligations,  parts  of  a  series 
of  similar  bonds,  notes  or  obligations,  the  payment  of  which  is  secured  by  a  mortgage 
or  deed  of  trust  of  real  or  personal  property,  or  both,  which  mortgage  or  deed*of  trust 
is  recorded  in  some  place  outside  of  the  State  of  Michigan  and  not  recorded  in  the 
State  of  Michigan. 

(3)  Any  and  all  bonds,  notes  or  written  or  printed  obligations,  forming  part  of 
a  series  of  similar  bonds,  notes  or  obligations,  which  are  secured  by  a  deposit  of  any 
valuable  securities,  as  collateral  security  for  the  payment  of  such  bonds,  notes  or  ob¬ 
ligations,  under  a  deed  of  trust  or  collateral  agreement  held  by  a  trustee.  The  term 
“secured  debts’’  as  used  in  this  act  shall  not  include  securities  held  as  collateral  to 
secure  the  payment  of  bonds  taxable  under  this  act. 

Sec.  2.  Any  person  may  take  or  send  to  the  office  of  the  treasurer  of  the  county 
where  he  resides  any  secured  debt  or  a  description  of  the  same,  and  may  pay  to  the 
county  a  tax  of  one-half  per  centum  on  the  face  value  thereof,  and  the  treasurer  shall 
thereupon  make  an  endorsement  up  on  said  secured  debt  or  shall  give  a  receipt  for  the 
tax  thereon,  describing  said  secured  debt  and  certifying  that  the  same  is  exempt  from 
taxation,  which  endorsement  or  receipt  shall  be  duly  signed  and  dated  by  the  treas¬ 
urer  or  his  duly  authorized  representative.  The  treasurer  shall  keep  a  record  of  such 
endorsements  and  receipts  with  a  description  of  such  secured  debt,  together  with  the 
name  and  address  of  the  person  presenting  the  same  and  the  date  of  registration. 

Sec.  3.  The  county  treasurer  shall  keep  a  separate  account  of  said  specific  taxes 
collected  by  him,  and  shall  on  the  first  day  of  each  month  transmit  to  the  state  treas¬ 
urer  one-half  of  the  money  in  his  possession  belonging  to  that  account,  and  the  county 
treasurer  shall  credit  to  the  general  fund  of  the  county  the  specific  taxes  collected  by 
him  as  aforesaid.  The  state  treasurer  shall  place  the  same  to  the  credit  of  the  general 
fund,  to  be  used  for  general  state  purposes. 

Sec.  4.  Secured  debts  upon  which  said  specific  tax  shall  be  paid,  shall  be  exempt 
from  further  general  taxes  under  the  laws  of  this  state. 

Sec.  5.  All  acts  or  parts  of  acts  in  contravention  of  the  provisions  of  this  act  are 
hereby  repealed. 


MINNESOTA. 

The  amendment  to  Article  9  of  the  Constitution  of  the  State  (Chap.  168,  p.  216 
Laws  1905)  which  was  adopted  at  the  1906  general  election,  provides  that  “taxes 
shall  be  uniform  upon  the  same  class  of  subjects  and  shall  be  levied  and  collected 
for  public  purposes.” 

The  amendment  makes  the  usual  exemptions  for  religious,  educational,  etc., 
purposes. 

Chapter  328,  Laws  of  1907,  known  as  the  mortgage  registry  tax  law,  providing 
for  fifty  cents  on  each  $100  recording  tax,  on  mortgages,  known  as  the  mortgage 
registry  tax  law,  is  constitutional.  It  provides  for  a  proper  classification  of  the  sub¬ 
jects  of  taxation  and  for  a  uniform  tax  upon  the  subjects  of  the  class. 

Mutual  Benefit  Life  Ins.  Co.  v.  County  of  Martin,  104  Minn.  179  (1908). 
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Bonds  both  municipal  and  corporation,  when  not  tax  exempt,  are  taxable  at  three 
mills  on  the  dollar.  Acts  1911,  Chap.  285. 

The  court  in  State  ex  rel.  Winona  Motor  Co.  v.  Tax  Commission,  117  Minn.  159 
(1912)  said: 

j  “The  further  contention  that  the  statute  (Laws  1911,  Chap.  285)  as  so  con¬ 

strued  is  unconstitutional,  because  the  classification  violates  Section  1  of  Article  9  of 
the  state  constitution,  requires  no  extended  discussion.  We  have  no  doubt,  under 
the  amended  constitution,  that  the  classification  of  money  and  credits  for  the  purposes 
*  •  of  taxation  is  within  the  discretion  of  the  legislature,  and  that  this  act  is  a  fair  exercise 

thereof.  It  is  not  unreasonable,  and  the  nature  and  character  of  the  property  sug¬ 
gests  the  propriety  of  a  separate  method  for  its  assessment.  The  question  is  fully 
covered  by  Mutual  Benefit  L.  I.  Co.  v.  County  of  Martin,  104  Minn.  179,  116  N.  W.  572. 
A  further  discussion  of  the  question  would  serve  no  useful  purpose,  but  result  only 
in  a  repetition  of  what  has  been  said  before  upon  the  same  general  subject,  and  we 
therefore  conclude  by  holding  the  objection  to  the  constitutionality  of  the  statute 
not  well  taken.” 

In  making  a  classification-  of  subjects  for  taxation  purposes  the  legislature  has 
a  very  wide  range  of  discretionary  power.  The  classification  must  be  reasonable,  and 
such  as  is  suggested  by  essential  differences  of  nature,  situation  or  circumstances  or 
by  characteristics  which  make  it  desirable  on  grounds  of  public  policy  to  apply  to  the 
members  of  the  class  a  particular  method  of  taxation,  and  impracticable  to  apply 
thereto  the  ordinary  methods  of  taxation.  Mutual  Benefit  Life  Ins.  Co.  v.  County  of 
Martin,  104  Minn.  179  (1908). 

MISSISSIPPI. 

Constitution  Sec.  112: 

“Taxation  shall  be  uniform  and  equal  throughout  the  State.  Property  shall  be 
taxed  in  proportion  to  its  value.  The  legislature  may,  however,  impose  a  tax  per 
capita  upon  such  domestic  animals  as  from  their  nature  and  habits  are  destructive 
of  other  property.  Property  shall  be  assessed  for  taxes  under  general  laws,  and  by 
uniform  rules  according  to  its  true  value.  But  the  legislature  may  provide  for  a 
special  mode  of  valuation  and  assessment  for  railroads,  and  railroad  and  other  cor¬ 
porate  property,  or  for  particular  species  of  property  belonging  to  persons,  corpora¬ 
tions  or  associations  not  situated  wholly  in  one  county.  But  all  such  property  shall 
be  assessed  at  its  true  value,  and  no  county  shall  be  denied  the  right  to  levy  county 
and  special  taxes  upon  such  assessment  as  is  other  cases  of  property  situated  and 
assessed  in  the  county.” 

Constitutional  provisions  that  “Taxation  shall  be  equal  and  uniform  throughout 
the  State.  All  property  shall  be  taxed  in  proportion  to  its  value,  to  be  ascertained  as 
directed  by  law” — do  not  avoid  a  statute  requiring  banks  to  pay  a  privilege  tax 
varied  in  amount  with  reference  to  the  capital  stock  or  assets,  such  tax  to  be  in  lieu  of 
all  other  taxes.  Vicksburg  Bank  v.  Worrall,  67  Miss.  47. 

A  law  exempting  property  belonging  to  a  private  corporation  for  pecuniary 
•  profits  is  void,  unless  it  also  exempts  similar  property  when  owned  by  individuals. 

Adams  v.  Yazoo  M.  V.  R.  Co.,  77  Miss.  194.  Adams  v.  Tombisbee  Mills  (Miss.), 
2930,  Rep.  470,  78  Miss.  676. 

t  However,  a  law  exempting  manufacturing  plants  from  taxation  applies  alike  to 

private  and  corporate  property,  and  is  constitutional.  Adams  v.  Tombigbee  Mills 
(Miss.  2890,  Rep.  470). 
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Discrimination  of  rates  between  different  kinds  of  property  is  forbidden. 

Adams  v.  Mississippi  State  Bank,  75  Miss.  701. 

The  “uniformity  and  equality  clause,”  commonly  so  called,  forms  Sec.  20,  Art. 
12,  Constitution  1869,  and  is  in  these  words: 

“Taxation  shall  be  equal  and  uniform  throughout  the  State.  Property  shall  be 
taxed  in  proportion  to  its  value,  to  be  ascertained  as  directed  by  law.”  Prior  to  the 
adoption  of  our  present  constitution  (1890),  this  section  had  been  the  subject  of 
repeated  judicial  investigation. 

In  Mississippi  Mills  v.  Cook,  56  Miss.  40,  the  Supreme  Court  went  a  step  further 
and  announced  that,  under  the  law  as  it  was  then  written  (constitution  18  69),  it  was 
not  necessary  that  all  property  should  be  taxed,  but  that  the  legislature  had  the  power 
and  the  right  to  select  such  objects  of  taxation  as  it  might  deem  proper,  and  that 
property  not  so  selected  was  not  subject  to  taxation.  “We  do  not  here  decide  whether, 
under  the  constitution  of  1890  the  legislature  has  the  power  to  exempt  from  taxation 
any  species  of  property,  individual  or  corporate,  not  specially  mentioned  in  that 
instrument.  As  it  is  not  absolutely  essential  to  the  determination  of  this  case,  we 
refrain  from  expressing  any  views.”  Adams  v.  Bank,  75  Miss.  701. 

MISSOURI. 

Constitution,  Art.  10. 

Sec.  3.  “Taxes  may  be  levied  and  collected  for  public  purposes  only.  They 
shall  be  uniform  upon  the  same  class  of  subjects  within  the  territorial  limits  of  the 
authority  levying  the  tax,  and  all  taxes  shall  be  levied  and  collected  by  general  laws.” 

Sec.  4.  “All  property  subject  to  taxation  shall  be  taxed  in  propertion  to  its 
value.” 

Sec.  6.  “The  property,  real  and  personal  of  the  State,  counties  and  other 
municipal  corporations  and  cemeteries  shall  be  exempt  from  taxation 

Sec.  7.  “All  laws  exempting  property  from  taxation — other  than  the  property 
above  enumerated,  shall  be  void.” 

The  constitutional  provision  that  “all  taxes  shall  be  uniform  on  the  same  class 
of  subjects  within  the  territorial  limits  of  the  authority  levying  the  tax,”  that  all 
property  shall  be  taxed  in  proportion  to  its  value,  and  that  “all  taxes  shall  be  levied 
and  collected  by  a  general  law.” 

These  provisions  do  not  preclude  exemption  from  taxation,  nor  the  division  of 
things  taxable  into  classes,  and  the  imposition  of  taxes  which,  while  bearing  equally 
upon  the  different  members  of  each  class,  bear  unequally  upon  the  classes  in  the 
aggregate.”  Hanford  v.  Mass;  Benefit  Assn.,  122  Mo.  50. 

The  constitution  also  provides  that  “All  laws  exempting  property  from  taxation 
other  than  the  property  above  enumerated  shall  be  void.”  This,  it  is  held,  “refers  to 
affirmative  exemptions,  not  to  those  which  do  not  in  terms  exempt  certain  property. 
While  it  is  the  clear  duty  of  the  legislature  to  see  that  no  property  in  this  state  shall 
escape  taxation,  still  unless  the  legislature  exercises  its  legislative  functions,  and 
subjects  certain  property  to  taxation,  it  is  evident  that  the  constitutional  provision 
above  quoted  cannot  because  of  such  lack  of  legislation,  become  self-enforcive.” 
Kansas  City  v.  Mercantile  Mutual  Benefit  and  L.  Assoc.,  145  Mo.  50. 
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A  law  that  imposes  this  same  tax  per  gallon  on  all  grades  of  beer,  irrespective 
of  their  value,  is  in  violation  of  the  constitutional  provision  requiring  uniform  taxa¬ 
tion.  State  v.  Bixman,  162  Mo.  1. 

Tax  exemptions  are  in  derogation  of  equal  rights,  and  are  not  to  be  favored  by 
the  courts,  but  are  to  be  strictly  construed,  and  confined  to  the  subjects  specified, 
including  such  as  are  necessarily  within  the  contemplation  of  the  legislation  creating 
the  exemption. 

But  strict  construction  must,  nevertheless,  be  a  reasonable  construction.  State 
ex  rel.  v.  Johnston,  214  Mo.  656  (1908). 

The  third  constitutional  amendment  to  the  Missouri  constitution  adopted  in 
1900  provided  that  “ a  mortgage  deed  of  trust,  contract,  or  other  obligation  by  which 
a  debt  is, secured,  shall  for  the  purpose  of  assessment  and  taxation,  be  deemed  and 
treated  as  an  interest  in  the  property  affected  thereby,  except  as  to  railroads  and  other 
quasi-public  corporations,  for  which  provision  has  already  been  made  by  law.” 
The  fourteenth  amendment  of  the  constitution  of  the  United  States  prohibits  any 
state  from  denying  “to  any  person  within  its  jurisdiction  the  equal  protection  of  the 
laws.”  Held  that  the  Missouri  amendment  so  discriminates  between  corporations 
and  other  persons  since  a  corporation  is  for  the  purpose  of  taxation,  a  “person”  within 
the  meaning  of  the  fourteenth  amendment)  as  to  deny  . the  railroad  and  other  quasi¬ 
public  corporations  “the  equal  protection  of  the  laws,”  in  that  it  requires  the  value 
of  farm  lands  to  be  lessened  for  taxation  purposes,  by  the  value  of  such  security, 
does  not  permit  the  value  of  the  property  of  such  corporations  to  be  decreased  by  the 
value  of  their  bonded  and  other  indebtedness.  It  is  therefore  in  violation  of  the 
Federal  Constitution,  and  hence  invalid.  Russell  v.  Croy,  164  Mo.  69. 

A  license  tax  of  1  per  cent  per  annum  upon  the  cash  value  of  the  stocks  of 
merchants  in  the  city  is  a  property  tax,  and  not  an  occupation  tax;  and  is  therefore 
invalid,  under  Const.  Art.  10,  Sec.  3,  because  it  is  not  uniform  upon  all  the  personal 
property  of  said  city.  City  of  Brookfield  v.  Torey,  141  Mo.  619  (1897). 

See  City  of  St.  Louis  v.  Green,  6  Mo.  App.  591;  City  of  St.  Louis  v.  Heinrich,  6 
Mo.  App.  591. 

Act  providing  for  a  capitation  road  tax  of  $2.50  between  ages  of  21  and  60  in 
certain  districts.  Though  the  tax  is  $2.00  and  the  age  between  21  and  50  in  other 
districts  was  held  constitutional  inasmuch  as  it  is  uniform  upon  the  same  class 
within  the  same  territorial  limits  of  the  authority  levying  the  tax.  Elting  v.  Hickman, 
172  Mo.  237. 

See  State  ex  rel.  vs.  C.  B.  &  Q.  Ry.,  195  Mo.  228  ( 1906) . 

MONTANA.  «  • 

Constitution,  Art.  12. 

Sec.  1.  “The  necessary  revenue  for  the  support  and  maintenance  of  the  State 
»  shall  be  provided  by  the  Legislative  Assembly  which  shall  levy  a  uniform  rate  of 

assessment  and  taxation,  and  shall  prescribe  such  regulations  as  shall  secure  a  just 
valuation  for  taxation  of  all  property,  except  that  specially  provided  for  in  this 
article.  *  *  *” 

> 

Sec.  2.  “The  property  of  the  United  States,  the  State,  counties,  cities,  towns, 
school  districts,”  etc.,  may  be  exempt  from  taxation. 
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Sec.  3.  “Makes  special  provision  for  taxing  mining  property.” 

Sec.  4.  “The  Legislative  Assembly  shall  not  levy  taxes  upon  the  inhabitants 
or  property  in  any  county,  city,  town,  or  municipal  corporation  for  county,  town  or 
municipal  purposes,  but  it  may  by  law  invest  in  the  corporate  authorities  thereof 
powers  to  assess  and  collect  taxes  for  such  purposes.” 

Sec.  5.  “Taxes  for  city,  town,  and  school  purposes  may  be  levied  on  all  subjects 
and  objects  of  taxation  *  *  *” 

Sec.  11.  “Taxes  shall  be  levied  and  collected  by  general  laws  and  for  public 
purposes  only.  They  shall  be  uniform  upon  the  same  class  of  subjects  within  the 
territorial  limits  of  the  authority  levying  the  tax.” 

i 

Sec.  17.-  “The  word  property  as  used  in  this  article  is  hereby  declared  to 
include  moneys,  credits,  bonds,  stocks,  franchises,  and  all  matters  and  things  (real, 
personal  and  mixed)  capable  of  private  ownership,  but  this  shall  not  be  construed 
so  as  to  authorize  the  taxation  of  the  stocks  of  any  company  or  corporation  when 
the  property  of  such  company  or  corporation  represented  by  such  stocks  is  within  the 
State  and  has  been  taxed.” 

Civ.  Code  681  applies  to  domestic  as  well  as  foreign  insurance  companies,  and 
hence  complies  with  Const.,  Art.  12,  Sec.  11,  providing  that  taxes  shall  be  uniform 
on  the  same  class  of  subjects.  Although  the  section  was  upheld  as  an  occupation  tax, 
the  attempt  to  exempt  from  other  taxes  was  declared  unconstitutional.  North¬ 
western  M.  L.  I.  Co.  v.  Lewis  and  Clark,  28  Mont.  484;  72  Pac.  1982. 

See  Daly  Bank  &  Trust  Co.  v.  Commissioners,  33  Mont.  101  (1905);  Clark  v. 
Mahar,  34  Mont.  391  (1906). 

Consideration  of  the  constitutional  provisions  and  of  the  decisions  leaves  it  still 
uncertain  whether  securities  could  be  treated  any  differently  from  other  property  for 
taxation.  The  feeling  of  people  specially  interested  in  taxation  seems  against  the 
constitutionality  of  classification. 


NEBRASKA. 

Constitution,  Art.  10. 

Sec.  1.  “The  legislature  shall  provide  such  revenue  as  may  be  needful,  by 
levying  a  tax  by  valuation,  so  that  every  person  and  corporation  shall  pay  a  tax  in 
proportion  to  the  value  of  his,  her,  or  its  property  and  franchises,  the  value  to  be 
ascertained  in  such  manner  as  the  legislature  shall  direct.” 

The  constitution  of  this  State  ordains  that  “The  legislature  shall  provide  such 
revenue  as  may  be  needful  by  valuation,  so  that  every  person  and  corporation  shall 
pay  a  tax  in  proportion  to  the  value  of  his,  her,  or  its  property,  the  value  to  be 
ascertained  in  such  manner  as  the  legislature  shall  direct.” 

Under  these  provisions  public  revenues  must  be  so  imposed  that  every  person 
or  corporation  shall  pay  tax  proportionate  to  the  value  of  property  or  franchise.  State 
v.  Poynter,  59  Neb.  417. 

The  valuation  of  property  for  the  purpose  of  raising  revenue  must  be  uniform. 
State  v.  Osborn  (Neb.),  83  N.  W.  Rep.  357. 

And  so  must  the  rate.  High  School  Dist.  v.  Lancaster  County  (Neb.),  82  N.  W. 
Rep.  380. 
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Legislation  is  unconstitutional  in  so  far  as  it  attempts  to  exempt  property  of 
insurance  companies  from  taxation,  or  to  relieve  such  companies,  in  consideration  of 
certain  fees,  from  the  payment  of  taxes  which  other  corporations  are  required  to  pay. 
State  v.  Poynter,  59  Neb.  417. 

Property  and  franchises  within  the  State  must  be  taxed  according  to  valuation, 
and  no  discrimination  can  be  made  between  a  foreign  or  domestic  fire  insurance 
company  in  such  taxation,  but  in  the  case  of  an  occupation  tax  it  is  uniform  if  the 
persons  subject  to  it  are  duly  divided  into  classes  and  the  law  operates  on  the  members 
of  each  class  uniformly.  Aachen  &  Munich  Fire  Insurance  Co.  v.  City  of  Omaha,  72 
Neb.  518  (1904). 

NEVADA. 

Constitution,  Art.  10. 

Sec.  1.  “The  Legislature  shall  provide  by  law  for  a  uniform  and  equal  rate 
of  assessment  and  taxation,  and  shall  prescribe  such  regulations  as  shall  secure  a 
just  valuation  for  taxation  of  all  property,  real,  personal  and  possessory,  excepting 
mines  and  mining  claims,  the  proceeds  of  which  alone  shall  be  taxed,  and  also 
excepting  such  property  as  may  be  exempted  by  law  for  municipal,  educational, 
literary,  scientific,  religious,  or  charitable  purposes.” 

NEW  HAMPSHIRE. 

Constitution,  Part  Second. 

Art.  5.  “And  further,  full  power  and  authority  are  hereby  given  to  the  said 
general  court  *  *  *  to  impose  and  levy  proportional  and  reasonable  assess¬ 

ments,  rates  and  taxes  upon  all  the  inhabitants  of,  and  residents  within  the  said 
state,  and  upon  all  estates  within  the  same  *  *  *” 

It  has  already  been  stated  that  though  a  total  exemption  of  securities  from 
taxation  would  presumably  be  constitutional,  a  proposed  amendment  to  the  constitu¬ 
tion  providing  for  a  lower  rate  of  taxation,  for  securities  which  is  not  now  constitu¬ 
tional,  was  so  recently  rejected  (1912)  that  it  is  probably  inexpedient  for  the  present 
to  press  the  idea  of  total  exemption  on  the  legislature. 

The  statute,  General  Laws,  Chap.  63,  which  imposes  a  tax  of  two  per  cent  on 
gross  receipts,  or  in  lieu  thereof  five  dollars  per  mile,  upon  railroad  express  companies, 
being  an  exercise  of  the  taxing  power,  and  not  of  the  police  power,  violates  the 
constitutional  rquirement  of  equality,  and  is  void.  State  v.  U.  S.  and  Canada  Express 
Co.,  60  N.  H.  219. 

See  B.  C.  &  M.  R.  R.  v.  State,  60  N.  H.  37. 

But  a  statute  limiting  the  rate  of  taxation  of  deposits  in  savings  banks  was  held 
not  to  be  unconstitutional,  the  court  declaring  that  the  savings  bank  tax  is  an  anomaly, 
resting  on  peculiar  grounds  of  public  policy,  and  is  universally  understood  to  have 
acquired  the  position  of  an  exception  to  the  constitutional  rule  of  equality.  Somers- 
worth  Savings  Bank  v.  Somersworth,  68  N.  H.  4  02;  citing  Boston  C.  &  M.  R.  R.  Co. 
v.  State,  62  N.  H.  648. 

The  rule  of  the  constitution  is  equality,  so  that  no  one  shall  bear  more  than  his  . 
share  of  the  public  burden.  Morrison  v.  Manchester,  58  N.  H.  538. 

Taxation  being  the  rule,  and  exemption  the  exception,  an  exemption  will  never 
be  permitted  to  extend  either  in  scope  or  duration  beyond  what  the  terms  clearly 
require.  Boody  v.  Watson,  63  N.  H.  320. 
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See  Opinion  of  the  Justices,  58  N.  H.  623. 

The  legislature  may  provide,  by  general  laws,  for  the  exemption  of  certain 
classes  of  property  from  taxation,  as  well  as  exempt  them  by  omitting  them  from 
the  description  of  property  required  to  be  assessed,  and  such  exemption  will  be  valid 
until  the  law  shall  be  repealed.  Brewster  v.  Hough,  10  N.  H.  138. 


NEW  JERSEY. 

Constitution,  Sec.  7,  Art.  12.  “Property  shall  be  assessed  for  taxes  under  general 
laws,  and  by  uniform  rules,  according  to  its  true  value.” 

“The  constitutional  provision  that  “property  shall  be  assessed  for  taxes  under 
general  laws  and  by  uniform  rules  according  to  its  true  value”  does  not  require  all 
property  to  be  taxed,  but  leaves  untrammeled  the  legislative  power  of  selecting  the 
subjects  of  taxation.  It  is  not  infringed  by  the  taxation  of  bank  shares  when  shares 
in  other  corporations  are  exempted,  or  by  the  fact  that  the  shares  are  rated  differently 
in  the  different  townships,  unless  the  different  rating  comes  from  some  system  of 
valuation  designed  to  produce  it.”  Cooley  on  Taxation. 

Stratton  v.  Collins,  43  N.  J.  L.  562. 

Realty  and  personalty  may  be  placed  in  different  classes  for  taxation.  Chancellor 
v.  Elizabeth,  65  N.  J.  L.  479  (1911);  47  Atl.  Rep.  454. 

Nor  is  that  provision  violated  by  a  law  for  the  taxation  of  property  generally 
and  equally,  but  which  provides  that  a  mortgage  or  debt  secured  thereby  shall  not  be 
taxed  in  any  case  unless  a  deduction  therefor  is  claimed  by  the  owner  of  the  land 
and  allowed  by  the  assessor.  State  v.  Bunyon,  41  N.  J.  L.  98. 

The  legislature  may  create  classes  on  a  substantial  basis  for  the  convenience  of 
levying  taxes  according  to  the  true  value  of  the  property. 

Fidelity  Trust  Co.  v.  Vogt,  66  N.  J.  L.  86;  48  Atl.  Rep.  580. 

The  right  to  discriminate  among  the  several  classes  of  property  for  the  purposes 
of  taxation  is  thoroughly  established.  This  matter  is  gone  into  at  great  length  in 
State  Board  v.  Central  R.  Co.,  58  N.  J.  L.  146. 


NEW  YORK. 

In  this  State  there  is  no  constitutional  guaranty  that  taxation  shall  be  just  and 
equal,  although  a  law  plainly  departing  from  the  principle  of  equality  in  the  distribu¬ 
tion  of  public  burdens  will  be  justly  obnoxious  as  contrary  to  natural  equity  and  as 
practical  confiscation;  but  the  remedy  must  ordinarily  be  found  in  an  appeal  to  the 
justice  of  the  legislature.  Cooley  on  Taxation.  Genet  v.  Brooklyn,  99  N.  Y.  296. 

Text  of  the  New  York  recording  tax  for  securities  act  follows: 

CHAPTER  802— LAWS  OF  1911. 

AN  ACT  to  amend  the  tax  law  by  adding  article  fifteen,  relating  to  taxation  of 
secured  debts. 

Became  a  law,  with  the  approval  of  the  Governor,  July  28,  1911. 
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* 


The  People  of  the  State  of  New  York,  represented  in  Senate  and  Assembly,  do 
enact  as  follows: 

Section  1.  Chapter  sixty-two  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  in  relation  to  taxation,  constituting  chapter  sixty  of  the  consolidated  laws,” 
is  hereby  amended  by  adding  thereto  a  new  article,  to  read  as  follows: 


ARTICLE  XV. 


Tax  on  Secured  Debts. 


Section  330. 

331. 

332. 

333. 

334. 

335. 

336. 

337. 
§330. 


Definitions. 

Payment  of  tax  on  secured  debt. 

Stamps,  how  prepared  and  used. 

No  exemptions  unless  stamps  are  affixed  and  canceled. 

Contracts  for  dies;  New  York  city  office;  expenses,  how  paid. 

Illegal  use  of  stamps;  penalty. 

No  deduction  of  debts  against  taxable  secured  debt. 

Application  of  taxes. 

Definition.  The  words  “secured  debts,”  as  used  in  this  article,  shall 


include: 


(1).  Any  bond,  note  or  debt  secured  by  mortgage  or  real  property  recorded 
in  any  state  or  country  other  than  New  York  and  not  recorded  in  the  state  of  New 
York; 


(2) .  Any  and  all  bonds,  notes  or  written  or  printed  obligations,  forming  part 
of  a  series  of  similar  bonds,  notes  or  obligations,  the  payment  of  which  is  secured 
by  a  mortgage  or  deed  of  trust  of  real  or  personal  property,  or  both,  which  mortgage 
or  deed  of  trust  is  recorded  in  some  place  outside  of  the  state  of  New  York  and  not 
recorded  in  the  state  of  New  York; 

(3) .  Any  and  all  bonds,  notes  or  written  or  printed  obligations,  forming  part 
of  a  series  of  similar  bonds,  notes  or  obligations,  which  are  secured  by  the  deposit  of 
any  valuable  securities,  as  collateral  security  for  the  payment  of  such  bonds,  notes 
or  obligations,  under  a  deed  of  trust  or  collateral  agreement  held  by  a  trustee; 

(4) .  Any  bonds,  debentures  or  notes,  forming  part  of  a  series  of  similar  bonds, 
debentures  or  notes,  which  by  their  terms  are  not  payable  within  one  year  from  their 
date  of  issue  and  which  are  not  issued  for  an  amount  exceeding  one  thousand  dollars 
for  each  such  bond,  debenture  or  note,  and  the  payment  of  which  is  not  secured  by 
the  deposit  or  pledge  of  any  collateral  security.  The  term  “secured  debts”  as  used 
in  this  article  shall  not  include  securities  held  as  collateral  to  secure  the  payment  of 
bonds  taxable  under  this  article  or  under  article  eleven  of  this  chapter. 

§331.  Payment  of  tax  on  secured  debt.  Any  person  may  take  or  send  to  the 
office  of  the  comptroller  of  this  state  any  secured  debt  or  a  description  of  the  same, 
and  may  pay  to  the  state  a  tax  of  one-half  per  centum  on  the  face  value  thereof,  under 
such  regulations  as  the  comptroller  may  prescribe,  and  the  comptroller  shall  there¬ 
upon  make  an  indorsement  upon  said  secured  debt  or  shall  give  a  receipt  for  the  tax 
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thereon,  describing  said  secured  debt  and  certifying  that  the  same  is  exempt  from 
taxation,  which  indorsement  or  receipt  shall  be  duly  signed  and  dated  by  the  comp¬ 
troller  or  his  duly  authorized  representative.  The  comptroller  shall  keep  a  record 
of  such  indorsements  and  receipts  with  a  description  of  such  secured  debt,  together 
with  the  name  and  address  of  the  person  presenting  the  same  and  the  date  of  registra¬ 
tion.  All  secured  debts  so  indorsed  or  described  in  such  receipt  shall  thereafter  be  * 

exempt  from  all  taxation  in  the  state  or  any  of  the  municipalities  or  local  divisions 
of  the  state  except  as  provided  in  sections  twenty-four,  one  hundred  and  eighty-seven, 
one  hundred  and  eighty-eight,  one  hundred  and  eighty-nine  of  this  chapter,  and  in 
articles  ten  and  twelve  of  this  chapter. 

§332.  Stamps,  how  prepared  and  used.  Adhesive  stamps  for  the  purpose  of 
paying  the  tax  provided  by  this  article  shall  be  prepared  by  the  comptroller,  in  such 
form,  and  of  such  denomination  and  in  such  quantities  as  he  may  from  time  to  time 
prescribe.  Upon  the  payment  of  the  tax  provided  by  this  article  upon  any  secured 
debt  the  comptroller  shall  affix  stamps  of  the  proper  demonstrations,  equal  in  face 
value  to  the  amount  of  tax  paid,  to  the  secured  debt  or  to  the  receipt  for  the  tax,  and 
shall  cancel  the  same  by  the  seal  of  his  office  or  by  such  other  canceling  device  as  he 
may  prescribe. 

§333.  No  exemption  unless  stamps  are  affixed  and  canceled.  The  payment  of 
the  tax  upon  any  secured  debt,  as  provided  in  this  article,  shall  not  exempt  such 
secured  debt  from  taxation,  as  provided  in  section  three  hundred  and  thirty-one, 
unless  stamps  to  the  proper  amount  are  affixed  and  canceled,  as  provided  in  the 
preceding  section. 

§334.  Contracts  for  dies;  New  York  city  office;  expenses,  how  paid.  The  state 
comptroller  is  hereby  directed  to  make,  enter  into  and  execute  for  and  in  behalf  of 
the  state  such  contract  or  contracts  for  dies,  plates  and  printing  necessary  for  the 
manufacture  of  the  stamps  provided  for  by  this  article,  and  provide  such  stationery 
and  clerk  hire,  together  with  such  books  and  blanks  as  in  his  discretion  may  be 
necessary  for  putting  into  operation  the  provisions  of  this  article;  he  shall  be  the 
custodian  of  all  stamps,  dies,  plates  or  other  material  or  thing  furnished  by  him  and 
used  in  the  manufacture  of  such  state  tax  stamps.  In  addition  to  the  receipt  of  taxes 
payable  as  provided  in  this  article  at  his  office  in  the  city  of  Albany,  the  comptroller 
shall  maintain  an  office  for  the  receipt  of  such  taxes  in  the  city  of  New  York.  He 
shall  appoint,  and  may  at  pleasure  remove,  such  assistants,  clerks  and  other  persons 
as  may  be  necessary  to  carry  out  the  provisions  of  this  article  and  shall  fix  and  deter¬ 
mine  their  salaries.  All  expenses  incurred  by  him  and  under  his  direction  in  carrying 
out  the  provisions  of  this  article  shall  be  paid  to  him  by  the  state  treasurer  from  any 
moneys  appropriated  for  such  purpose. 

§335.  Illegal  use  of  stamps;  penalty.  Any  person  who  shall  wilfully  remove  o.r 
cause  to  be  removed,  alter  or  cause  to  be  altered  the  canceling  or  defacing  marks  of 
any  adhesive  stamp  provided  for  by  this  article  with  intent  to  use  the  same,  or  to 
cause  the  use  of  the  same  after  it  shall  have  been  used,  or  shall  knowingly  or  wilfully 
sell  or  buy  any  washed  or  restored  stamp,  or  offer  the  same  for  sale,  or  give  or  expose 
the  same  to  any  person  for  use,  or  knowingly  use  the  same  or  prepare  the  same  with 
intent  for  the  further  use  thereof;  or  shall  wilfully  use  any  counterfeit  stamp  or  any 
forged  stamp  with  intent  to  defraud  the  state  of  New  York,  shall  be  guilty  of  a  mis¬ 
demeanor  and  on  conviction  thereof  shall  be  liable  to  a  fine  of  not  less  than  five  * 

hundred  nor  more  than  one  thousand  dollars,  or  be  imprisoned  for  not  more  than 
six  months,  or  by  both  such  fine  and  imprisonment,  at  the  discretion  of  the  court. 
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§336.  No  deduction  of  debts  against  taxable  secured  debt.  The  owner  of  any 
secured  debt,  on  which  the  tax  provided  for  in  this  article  has  not  been  paid,  shall  be 
assessed  upon  such  secured  debt  in  the  taxing  district  in  which  he  resides,  upon  the 
fair  market  value  of  such  secured  debt  and  no  deduction  for  the  just  debts  owing 
by  him  shall  be  allowed  against  the  assessed  value  of  such  secured  debt,  as  provided 
in  section  twenty-one  of  this  chapter  or  elsewhere  in  this  chapter  or  in  any  other 
law  of  this  state. 

§337.  Application  of  taxes.  The  taxes  imposed  under  this  article  and  the 
revenues  thereof  shall  be  paid  by  the  state  comptroller  in  the  state  treasury  and  be 
applicable  to  the  general  fund,  and  to  the  payment  of  all  claims  and  demands  which 
are  a  lawful  charge  thereon. 

Section  2.  This  act  shall  take  effect  September  first,  nineteen  hundred  and 
eleven. 

By  way  of  further  statement  I  will  quote  from  a  discussion  of  this  act  which  I 
wrote  after  being  consulted  by  some  of  the  securities  houses  just  before  it  went  into 
effect. 

All  corporation  bonds  secured  on  any  real  property  in  the  State  of  New  York, 
and  therefore  secured  by  a  mortgage  recorded  in  the  State  of  New  York,  escape 
liability  to  taxation  if  the  date  of  placing  the  mortgage  on  record  is  later  than  July 
1st,  1906,  or  if  issued  after  that  date  under  an  open  mortgage  recorded  earlier.  The 
stamped  part  of  the  Manhattan  (Elevated)  Railway  4  per  cent  art  tax  exempt  because 
subsequently  issued  under  an  open  mortgage.  The  law  requires  a  recording  tax  of 
one-half  per  cent  on  the  actual  sum  advanced,  which  amounts  to  the  bonds  actually 
issued  under  the  mortgage.  Thereupon  the  mortgage,  that  is  to  say,  the  bonds 
representing  the  mortgage,  become  tax  exempt  in  the  State. 

If  the  bonds  are  issued  before  July  1st,  1906,  they  are  not  tax  exempt  unless  the 
issuing  corporation  has  exercised  its  privilege  of  paying  the  one-half  per  cent  record¬ 
ing  tax.  The  corporation,  however,  has  sold  its  bonds  and  would  gain  nothing  by 
paying  a  mortgage  recording  tax  now.  It  is  rather  idle  to  offer  the  doubtful  privilege 
of  paying  money  for  the  sole  benefit  of  somebody  else.  Naturally  they  did  not  take 
advantage  of  the  opportunity. 

Bonds  Registered  at  the  Office  of  Record  of  the  Mortgage. 

An  amendment  of  1910  really  led  the  way  to  the  new  act  now  under  discussion 
by  enabling  the  owner  of  any  bonds  issued  under  a  mortgage  recorded  in  New  York 
prior  to  July  1st,  1906,  to  take  his  particular  bonds  to  the  place  of  record  of  the 
mortgage  (not  to  the  State  Comptroller’s  office  as  for  securities  to  which  the  new  act 
applies)  and  on  paying  one-half  per  cent  get  them  stamped  tax  exempt.  Although 
the  owner  of  such  bonds  can  make  them  tax  exempt,  he  suffers  no  penalty,  such  as 
the  new  law  imposes  for  not  taking  advantage  of  his  privilege.  If  he  does  not  make 
his  bonds  issued  under  the  New  York  mortgage  tax  exempt  he  can  still  offset  his 
debts. 

At  least  that  is  true  for  bonds  secured  on  real  estate  alone.  Perhaps  the  word¬ 
ing  of  the  new  act  gives  the  authorities  a  chance  to  refuse  an  offset  of  debt  against 
bonds  which  have  collateral  as  part  of  their  security. 

In  the  four  classifications  of  “secured  debts,”  which  the  creditor  may  record  for 
exemption,  class  2  reads: 
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“Any  and  air  bonds,  notes,  written  or  printed  obligations,  forming  part  of  a 
series  of  similar  bonds,  notes  or  obligations,  the  payment  of  which  is  secured  by  a 
mortgage  or  deed  of  trust  of  real  or  personal  property,  or  both,  which  mortgage  or 
deed  of  trust  is  recorded  in  some  lace  outside  the  State  of  New  York,  and  not 
recorded  in  the  State  of  New  York.” 

Class  (3)  reads: 

“Any  and  all  bonds,  notes,  written  or  printed  obligations,  forming  part  of  a 
series  of  similar  bonds,  notes  or  obligations,  which  are  secured  by  the  deposit  of  any 
valuable  securities,  as  collateral  security  for  the  payment  of  such  bonds,  notes  or 
obligations  under  a  deed  of  trust  or  collateral  agreement  held  by  a  trustee.” 

Class  (3)  does  not  specifically  state  that  the  bonds  must  be  secured  by  the  deposit 
of  collateral  only;  “a  deed  of  trust  .  .  .  held  by  a  trustee”  does  not  exclude  a 

mortgage;  and  if  a  mortgage  is  not  excluded  the  classification  does  not  bar  one 
recorded  in  New  York. 

Class  (4)  presents  a  similar  ambiguity. 

On  its  face  this  inconclusive  phrasing  seems  to  leave  it  optional  to  the  holder  to 
make  certain  bonds  tax  exempt  either  under  the  mortgage  recording  tax  provisions 
or  under  the  new  act.  Further,  since  this  new  act  applies,  the  holder  of  such 
securities,  failing  to  make  them  exempt,  can  not  offset  debts. 

A  ruling  of  the  Comptroller  makes  clear  what  the  practice  will  be.  He  states 
among  a  list  of  regulations  that  “No  secured  debt  will  be  registered  under  this  law 
if  the  provisions  of  the  Tax  Law,  Article  XI  (Mortgage  Recording  Tax)  are  applicable 
thereto.” 

We  are  now  ready  to  consider  the  second  question. 

What  Securities  May  Be  Registered  Under  the  New  Act? 

If  a  New  York  corporation  has  issued  bonds  secured  on  collateral  alone  the 
holder  can  now  under  the  new  act  get  them  registered  for  tax  exemption.  This 
remains  true  even  when  the  collateral  itself  has  the  security  of  New  York  real  estate. 
Also  if  a  New  York  corporation  issues  debentures  secured  solely  on  its  promises  to 
pay,  that  is,  without  mortgage  on  real  estate  or  pledge  of  collateral,  the  holder  may 
make  them  tax  exempt  by  registering  with  the  comptroller.  The  last  two  cases  do 
not  come  under  the  scope  of  Article  11  of  the  tax  law  providing  for  exemption  under 
the  mortgage  recording  tax. 

Bonds  secured  by  a  mortgage  not  recorded  in  New  York  are  taxable  and  an 
investor  holding  them  may  make  them  tax  exempt  on  payment  of  the  recording  tax. 

Debentures  not  secured  on  either  real  estate  or  collateral  are  taxable  and  come 
under  the  operation  of  the  act  so  that  the  owner  may  record  and  get  the  exemption. 

Municipal  Bonds  come  under  this  class.  So  far  we  have  spoken  as  if  only  those 
securities  issued  by  private  corporations  came  under  view  of  the  act.  It  applies  to 
municipal  bonds  as  well.  As  already  stated  those  issued  by  a  New  York  municipality 
are  tax  exempt  now,  excepting  for  the  questionable  position  of  school  district  bonds. 
If  school  district  bonds  should  be  taxed,  the  new  act  would  apply  and  the  holder  could 
make  them  tax  exempt.  All  bonds  issued  by  States  other  than  New  York  and  by 
municipalities  outside  of  New  York  are  taxable  and  come  within  the  scope  of  the  act. 
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Notes. 

Investment  dealers  commonly  call  short-term  obligations  of  any  kind  notes.  In 
recent  years  the  corporations  have  issued  large  amounts  of  such  securities  running 
usually  three  or  five-year  terms.  Some  are  secured  by  the  pledge  of  collateral  and 
some  are  not.  If  so  secured  (or  by  mortgage)  the  act  treats  them  just  the  same  as 
bonds  and  makes  no  distinction  as  to  the  length  of  time  they  have  to  run.  Obviously 
the  burden  of  the  recording  tax  of  one-half  per  cent  which  exempts  from  taxation, 
for  say,  a  year  and  a  half,  is  much  heavier  than  the  same  payment  exempting  for 
from  a  quarter  to  a  half  a  century  or  more.  The  new  act  may  exert  some  slight 
influence  against  the  present  tendency  to  continue  issuing  short-term  securities. 

With  respect  to  unsecured  notes  the  act  does  not  apply  if  they  run  less  than  a 
year  from  the  date  of  issue.  Presumably  this  provision  intended,  and  quite  properly, 
to  exclude  the  ordinary  commercial  paper  of  corporations  from  the  operation  of  the 
act.  Notice  that  if  the  original  term  of  the  securities  ran  a  year  or  more,  no  matter 
how  short  a  time  they  have  left  to  run,  the  act  applies.  For  example,  the  New  York, 
New  Haven  and  Hartford  has  outstanding  4  y2  per  cent  notes,  some  due  February, 
1912,  some  March,  1912.  They  are  unsecured.  The  Hudson  companies  have  out¬ 
standing  6  per  cent  notes  part  due  Oct.  15,  1911,  and  part  due  August,  1912,  secured 
on  Hudson  and  Manhattan  Railroad  bonds.  Both  issues  come  under  the  act.  In 
the  case  of  serial  notes,  issued  so  that  part  run  less  than  a  year  and  part  more,  the 
act  is  again  ambiguous.  Probably  it  will  be  interpreted  to  cover  those  maturities 
which  run  more  than  a  year. 

The  New  act  does  not  change  the  special  circumstances  under  which  securities 
were  not  subject  to  taxation  before  its  passage. 

Securities  pledged  by  either  a  foreign  or  a  domestic  corporation  under  a  col¬ 
lateral  trust  deed  or  mortgage  are  not  subject  to  the  new  act.  It  has  this  situation  in 
contemplation  and  expressly  exempts  such  securities  from  its  operation.  Pledged  by 
a  foreign  corporation  they  escape  as  collateral  for  a  loan.  A  domestic  corporation 
pledging  them  can  offset  the  debt  created  by  the  bonds  issued  against  them. 

How  the  New  Act  Affects  the  Bond  Houses. 

Bond  house  heads  have  been  asking  themselves  what  direct  effect  the  new  act 
will  have  on  their  business.  Investment  bankers  simply  make  an  occupation  of  doing 
what  any  individual  investor  does  in  buying  and  selling  securities.  They  enjoy  no 
further  privileges  and  suffer  no  further  restrictions.  They  are  subject  to  taxation 
on  securities  in  their  hands  just  as  he  is.  Bond  houses,  however,  dealing  in  a  large 
scale,  ordinarily  do  not  have  enough  capital  to  buy  all  the  securities  they  own  without 
borrowing.  Heretofore  they  could  offset  their  assets  in  securities  with  the  debts  they 
owe  to  pay  for  them,  and  had  taxes  to  pay  only  on  their  actual  capital. 

Securities  to  which  the  new  act  applies  in  most  cases  form  far  the  greater  part 
of  their  holdings.  The  bond  house  can  no  longer  offset  debts  against  such  securities. 
It  must  pay  the  one-half  per  cent  recording  tax  or  suffer  a  worse  fate.  Such  a  house 
in  New  York  does  not  confine  its  selling  to  New  York  State,  and  making  the  bonds 
they  sell  tax  exempt  in  New  York  does  not  enhance  their  value  in  Connecticut,  New 
Jersey,  Pennsylvania,  or  elsewhere.  Besides  the  bond  house  does  not,  like  the  in¬ 
vestor,  get  the  benefit  year  after  year,  of  the  one-half  per  cent  payment.  Next  year 
it  will  have  a  new  list  of  bonds  and  must  make  the  payment  all  over  again. 
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This  appears  to  work  a  discrimination  against  the  house  that  has  its  head  office 
in  New  York.  A  house  having  its  head  office  outside  the  State  can  keep  all  the  bonds 
it  wants  to  in  New  York  as  collateral  for  loans  without  becoming  subject  to  taxation. 
This  situation  seems  inevitable  under  the  new  statute  as  it  stands  and  works  con- 
•  siderable  unfairness. 

Another  session  the  legislature  ought  to  amend  the  act  in  some  way  to  cover 
the  case. 

Private  bankers  taking  deposits,  part  of  which  they  invest  in  securities,  will 
‘also  suffer  under  the  new  act.  For  apparently  they  cannot  offset  the  liability  of  the 
deposits  against  such  securities  as  come  within  its  operation. 

Evidence  of  Exemption  Secured  Under  the  New  Act. 

An  investor  paying  the  one-half  per  cent  recording  tax  may  get  the  evidence  of 
the  exemption  of  his  securities  from  further  taxation  in  one  of  two  ways.  Together 
with  the  amount  of  the  recording  tax  he  may  send  either  the  securities  themselves 
to  the  comptroller’s  office  and  have  the  exmption  stamped  directly  on  them,  or  he 
may  send  a  description,  of  the  securities  and  have  the  exemption  of  the  bonds  described 
stamped  on  the  receipt.  If  the  investor  has  his  bonds  tied  up  as  collateral  for  a 
loan  he  has  no  choice  but  to  send  his  one-half  per  cent  tax  with  a  description  of  the 
securities.  It  is  to  be  hoped,  however,  that  the  comptroller’s  office  will  extend  the 
courtesy  of  stamping  the  exemption  directly  on  the  bonds  on  receiving  back  for 
cancellation  the  stamped  receipt.  Unless  absolutely  necessary  to  send  a  description 
the  investor  had  far  better  send  the  securities  themselves.  Then  the  evidence  of 
exemption  cannot  become  detached  and  cause  loss  or  delay  in  case  of  sale.  It  will  be 
on  each  bond,  and  enable  the  holder  to  sell  one  or  more  instead  of  tying  several 
together  under  a  detached  receipt. 

NORTH  CAROLINA. 

Constitution,  Art.  5. 

Sec.  3.  “Laws  shall  be  passed  taxing,  by  a  uniform  rule,  all  moneys,  credits, 

investments  in  bonds,  stocks,  joint-stock,  companies,  or  otherwise;  and  also  all  real 
and  personal  property,  according  to  its  true  value  in  money.’’ 

Sec.  5.  Contains  exemptions  from  taxation  for  the  usual  causes — property  used 
for  municipal,  religious,  charitable,  etc.,  purposes. 

Art.  7,  Sec.  9.  “All  taxes  levied  by  any  county,  city,  town  or  township  shall  be 
uniform  and  ad  valorem  upon  all  property  in  the  same,  except  property  exempted 
by  this  constitution.” 

The  constitution  requires  township  officers  to  assess  all  taxable  property  within 
their  townships  respectively.  The  provision  that  “all  taxes  levied  by  any  county,  town 
or  township  shall  be  uniform  and  ad  valorem  upon  all  property  in  the  same,  except 
property  exempted  by  this  constitution”  overrules  a  conflicting  provision  in  a  city 
charter,  and  taxes  must  be  levied  on  real  as  well  as  on  personal  property. 

Cobb  v.  Elizabeth  City,  75  N.  C.  1. 

Solvent  credits  and  stocks  may  be  taxed  under  this  provision,  v.  e.,  are  “prop¬ 
erty,”  but  must  be  taxed  ad  valorem.  Wilson  v.  Charlotte,  74  N.  C.  74  8. 
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NORTH  DAKOTA. 

Constitution,  Article  11. 

Sec.  176.  “Laws  shall  be  passed  taxing  by  uniform  rule  all  property  according 
to  its  true  value  in  money.” 

The  section  also  contains  the  usual  exemptions. 


OHIO. 

Constitution,  Art.  12. 

Sec.  2.  “Laws  shall  be  passed  taxing  by  a  uniform  rule  all  moneys,  credits, 
investments  in  bonds,  stock,  joint  stock  companies,  or  otherwise;  and  also  all  real 
and  personal  property  according  to  its  true  value  in  money.” 

The  section  then  goes  on  to  make  express  exceptions. 

The  Constitution  provides  that  “laws  shall  be  passed  taxing  by  a  uniform  rule 
all  moneys,  credits,  investments  in  bonds,  stocks,  joint  stock  companies,  or  other¬ 
wise,  and  also  all  real  and  personal  property  according  to  its  true  value  in  money. 

This  provision  is  mandatory  and  directed  to  the  legislature,  but  no  power  exists 
to  compel  that  body  to  act;  and  the  only  purpose  such  clause  can  serve  is  to  limit  the 
power  of  the  legislature  when  it  does  act  by  forbidding  it  to  pass  laws  taxing  one 
class  of  property  by  one  rule  and  another  by  another  rule.  McCurdy  v.  Prugh,  590 
St.  465. 

The  provision  renders  it  imperative  that  all  the  property  of  which  exemption 
is  not  permitted  by  it  shall  be  taxed,  and  precludes  any  other  exemptions  than  those 
indicated.  Zanesville  v.  Richards,  5  O.  St.  590.  See  Hill  v.  Higdon,  5  O.  St.  249. 
Western  Union  Tel.  Co.  v.  Meyer,  280  St.  521.  Fields  v.  Commissioners,  36  O.  St.  476. 

The  constitutional  rule  of  equality  requires  that  the  rate  shall  be  uniform  on  all 
property  subject  to  taxation  within  the  taxing  district. 

N.  Y.  L.  E.  &  W.  R.  Co.  v.  Commissioners,  480  St.  465. 

The  constitution  furnishes  the  rule  for  local  as  well  as  general  taxation.  Zanes 
ville  v.  Richards,  50  St.  590;  R.  R.  v.  Cincinnati,  62  O.  St.  4  65.  And  it  forbids  com 
mutation  for  taxes  equally  with  direct  exemptions.  Zanesville  v.  Richards,  50  St. 
590.  See  360  St.  476;  28  La.  An.  756;  31  La.  An.  440;  24  La.  An.  86,  etc.,  cited 
by  Cooley. 

These  statements  and  citations  are  from  Cooley  and  make  the  situation  in  Ohio 
clear. 

The  limitation  is  on  the  power  to  raise  revenue  by  the  taxation  of  property;  all 
other  recognized  modes  of  exercising  the  power  may  in  addition  be  resorted  to  by 
the  legislature.  Adler  v.  Whitbeck,  440  S.  539-565;  State  v.  Frame,  370  S.  414. 

OKLAHOMA. 

Constitution,  Art.  10. 

Sec.  5.  “*  *  *  Taxes  shall  be  uniform  upon  the  same  class  of  subjects.” 

Sec.  13.  “The  State  many  select  its  subjects  of  taxation,  and  levy  and  collect 
its  revenues  independent  of  the  counties,  cities  or  other  municipal  subdivisions.” 
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Sec.  14.  “Taxes  shall  be  levied  and  collected  by  general  laws  *  *  *” 

Sec.  20.  “The  legislature  shall  not  impose  taxes  for  the  purpose  of  any  county, 
city,  town,  or  other  municipal  corporation,  but  may,  by  general  laws,  confer  on  the 
proper  authorities  thereof,  respectively,  the  power  to  assess  and  collect  such  taxes.” 

Sec.  22.  “Nothing  in  this  Constitution  shall  be  held  or  construed  to  prevent 
the  classification  of  property  for  purposes  of  taxation;  and  the  valuation  of  different 
classes  by  different  means  or  methods.” 

OREGON. 

Constitution,  Art.  9. 

Sec.  1.  “The  legislative  assembly  shall  provide  by  law  for  a  uniform  and  equal 
rate  of  assessment  and  taxation,  and  shall  prescribe  such  regulations  as  shall  secure 
a  just  valuation  for  taxation  of  all  property,  both  real  and  personal,  excepting  such 
only  for  municipal,  educational,  literary,  scientific,  religious,  or  charitable  purposes 
as  may  be  specially  exempted  by  law.” 

These  provisions  were  contravened  by  a  statute  relieving  a  certain  railroad 
from  the  payment  of  all  taxes  for  a  period  of  twenty  years,  in  consideration  of  its 
agreement  to  carry  the  troops  and  munitions  of  war  of  the  state  for  such  time.  Hogg 
v.  MacKay,  23  Ore.  339. 

The  property  attempted  to  be  exempted  (householders  personal  property  up  to 
$300)  from  taxation  by  the  act  of  1903  is  clearly  not  within  the  classes  that  the 
legislature  may  exempt  under  the  terms  of  the  Constitution  of  Oregon,  Art.  9,  Sec.  1, 
and  no  property  not  within  such  exemptions  can  be  relieved  of  its  proportionate  share 
of  taxes. 

Also  it  makes  the  rate  of  assessment  and  taxation  not  uniform  and  equal  as 
between  householders  of  the  state  and  non-residents.  Wallace  v.  Board,  4  7  Ore. 
584  (1906). 

If  such  a  provision  is  invalid  because  of  inequality,  probably  a  classification 
taxing  securities  at  a  lower  rate  would  be  open  to  the  same  objection,  as  making  tax¬ 
ation  bear  unequally  on  non-security  holders. 

“But  when  we  take  up  the  second  clause  of  Sec.  9,  we  find  that  that  clause 
actually  forbids  the  exemption  from  taxation  of  any  property  whatever,  except  that 
specifically  enumerated  in  the  clause.  This  is  the  construction  put  on  a  like  pro¬ 
vision  in  the  constitution  of  West  Virginia  (Ches.  &  O.  R.  R.  v.  Miller,  19  W.  Va. 
408).  If  this  be  the  true  construction  all  discussion  about  the  policy  of  taxing  credits 
in  this  state,  while  this  section  of  the  constitution  remains  as  it  is,  becomes  irrelevant.” 
Crawford  v.  Linn  County,  11  Ore.  482. 

See  also  Reser  v.  Umatilla  County,  4  8  Ore.  32  6;  86  Pac.  595;  Lake  County  v. 
Schroeder,  47  Ore.  136;  81  Pac.  942. 

PENNSYLVANIA. 

Constitution,  Art.  10,  Sec.  1. 

“All  taxes  shall  be  uniform,  upon  the  same  class  of  subjects,  within  the  terri¬ 
torial  limits  of  the  authority  levying  the  tax,  and  shall  be  levied  and  collected  under 
general  laws;  but  the  General  Assembly  may,  by  general  laws,  exempt  from  taxation 
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public  property  used  for  public  purposes,  actual  places  of  religious  worship,  places  of 
burial  not  used  or  held  for  private  or  corporate  profit,  and  institutions  of  purely 
public  charity.” 

The  state  now  has  a  statute  by  which  stock  and  bonds,  both  corporation  and 
municipal,  pay  a  tax  of  4  mills  on  the  dollar  in  lieu  of  other  taxation.  Purdon  Supp. 
1912.  Sec.  2. 

By  necessary  implication  the  first  clause  recognizes  the  authority  of  the  legisla¬ 
ture  justly  and  fairly,  but  never  arbitrarily,  to  classify  those  subjects  of  taxation 
with  the  view  of  effecting  equality  of  burdens.  A  pretended  classification  that  is 
based  solely  on  a  difference  in  quantity  of  precisely  the  same  kind  of  property  is 
necessarily  unjust,  arbitrary  and  illegal.  In  re  Copes  Estate,  191  Pa.  St.  1. 

Commonwealth  v.  Henderson,  172  Pa.  St.  135. 

In  another  case  it  is  said  that  the  classification  should  be  according  to  some 
reasonable,  practical  rule  drawn  from  experience,  which  would  prevent  a  gross  in¬ 
equality  in  the  burden  of  taxation. 

Commonwealth  v.  Delaware  L.  W.  Canal,  123  Pa.  St.  594,  cited  in  Commonwealth 
v.  Clark,  195  Pa.  St.  634. 

A  tax  may  be  assessed  on  the  nominal  value  of  municipal  bonds  while  other 
subjects  of  taxation  are  assessed  at  their  actual  value.  Commonwealth  v.  Martin, 
107  Pa.  St.  185;  Commonwealth  v.  Del.  L.  W.  Canal  Co.,  123  Pa.  St.  594. 

A  statute  may  impose  a  tax  of  five  mills  on  the  capital  stock  of  certain  kinds 
of  corporations,  and  a  tax  of  only  three  mills  upon  the  stock  of  other  kinds.  Com¬ 
monwealth  v.  Sharon  Coal  Co.,  164  Pa.  St.  284.  And  it  is  competent  to  make  tw'o 
classes  of  manufacturing  corporations,  one  of  which  is  taxed,  while  the  other  is  not. 
Commonwealth  v.  Germania  Brewing  Co.,  145  Pa.  St.  83;  Commonwealth  v.  Nat. 
Oil  Co.,  157  Pa.  St.  516. 

The  constitutional  provision  does  not  require  that  the  real  estate  of  railroad 
companies  shall  be  taxed  as  such,  or  preclude  taxing  the  companies  upon  their  fran¬ 
chises  instead  of  upon  their  property  as  such.  Northampton  Co.  v.  Lehigh  Coal, 
etc.,  Co.,  75  Pa.  St.  461. 


RHODE  ISLAND. 

Constitution,  Art.  1,  Sec.  2. 

“*  *  *  All  lawrs,  therefore,  should  be  made  for  the  good  of  the  whole;  and 

the  burdens  of  the  state  ought  to  be  fairly  distributed  among  its  citizens.” 

The  state  now  has  a  statute  by  which  taxable  securities  are  taxed  at  the  rate  of 
40  cents  per  $100  of  assessed  valuation.  Public  Laws  1912,  Chapter  769. 

The  constitutional  provision,  “All  laws  should  be  made  for  the  good  of  the 
whole;  and  the  burden  of  the  State  ought  to  be  fairly  distributed  among  its  citizens,” 
is  advisory  not  mandatory;  and  it  does  not  invalidate  a  statute  authorizing  towns  to 
J  exempt  from  taxation  property  of  manufacturing  companies.”  Cooley,  Taxation. 

SOUTH  CAROLINA. 

Constitution,  Art.  10. 

Sec.  1.  “The  General  Assembly  shall  provide  by  law  for  a  uniform  and  equal 
rate  of  assessment  and  taxation,  and  shall  prescribe  regulations  to  secure  a  just 
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valuation  for  taxation  of  all  property,  real,  personal  and  possessory  except  mines  and 
mining  claims,  the  product  of  which  alone  shall  be  taxed;  and  also  excepting  such 
property  as  may  be  exempted  by  law  for  municipal,  educational,  literary,  scientific, 
religious,  or  charitable  purposes.  *  *  *” 

A  statute  providing  that  every  railroad  shall  pay  a  state  tax  in  proportion  to 
the  length  of  its  track  is  void  because  not  laid  on  property  in  proportion  to  its 
value.  State  v.  Railroad  Corporations,  4  S.  C.  376. 

“The  constitution  also  requires  that  municipal  taxes  shall  be  uniform  in  respect 
to  persons  and  property  within  the  jurisdiction  of  the  body  imposing  the  same.” 
Cooley,  Taxation. 


SOUTH  DAKOTA. 

Constitution,  Art.  11. 

Sec.  2.  “All  taxes  to  be  raised  in  this  state  shall  be  uniform  on  all  real  and 
personal  property,  according  to  its  value  in  money,  to  be  ascertained  by  such  rules  of 
appraisement  and  assessment  as  may  be  prescribed  by  the  legislature  by  general  law, 
so  that  every  person  and  corporation  shall  pay  a  tax  in  proportion  to  the  value  of  his, 
her  or  its  property.  And  the  legislature  shall  provide  by  general  law  for  the  assessing 
and  levying  of  taxes  on  all  corporation  property  as  near  as  may  be  by  the  same 
methods  as  are  provided  for  assessing  and  levying  of  taxes  on  individual  property. 

Sec.  4.  “The  legislature  shall  provide  for  taxing  all  moneys,  credits,  investments, 
in  bonds,  stocks,  joint  stock  companies  or  otherwise,  and  also  for  taxing  the  notes 
and  bills  discounted  or  purchased,  moneys  loaned  and  all  other  property,  effects  or 
due  of  every  description,  of  all  banks  and  of  all  bankers,  so  that  all  property  em¬ 
ployed  in  banking  shall  always  be  subject  to  taxation  equal  to  that  imposed  on  the 
property  of  individuals.” 

The  constitution  also  makes  the  customary  exemptions  and  states: 

Sec.  7.  “All  laws  exempting  property  from  taxation,  other  than  that  enumerated 
in  Sections  5  and  6  of  this  article,  shall  be  void.” 

The  constitution  was  held  violated  by  a  statute  permitting  the  deduction  of 
indebtedness  from  one  kind  of  personal  property,  viz.,  credits,  in  making  assessments 
for  taxation,  and  from  no  other.  In  re  Assessment,  etc.,  4  S.  D.  6. 

The  prohibition  of  exemptions  is  violated  by  a  statute  allowing  deductions  of 
indebtedness  from  the  value  of  property  liable  to  taxation.  In  re  Construction  of 
Revenue  Law,  2  S.  D.  58.  In  re  Assessment  of  Taxes,  4  S.  D.  6. 


TENNESSEE. 

Constitution,  Sec.  28. 

“All  property,  real,  personal  or  mixed,  shall  be  taxed;  but  the  legislature  may 
except.”  (Usual  exceptions.)  “All  property  shall  be  taxed  according  to  its  value, 
that  value  to  be  ascertained  in  such  manner  as  the  legislature  shall  direct,  so  that 
taxes  shall  be  equal  and  uniform  throughout  the  state.  No  one  species  of  property 
from  which  a  tax  may  be  collected  shall  be  taxed  higher  than  any  other  species  of 
property  of  the  same  value;  *  *  *  The  legislature  shall  have  power  to  levy  a 

tax  upon  incomes  derived  from  stocks  and  bonds  that  are  not  taxed  ad  valorem.” 

Sec.  29.  “The  general  assembly  shall  have  power  to  authorize  the  several 
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counties  and  incorporated  towns  in  this  state  to  impose  taxes  for  county  and  corpora¬ 
tion  purposes  respectively,  in  such  manner  as  shall  be  prescribed  by  law;  and  all 
property  shall  be  taxed  according  to  its  value  upon  the  principles  established  in  regard 
to  state  taxation.” 


TEXAS. 

Constitution,  Art.  8. 

Sec.  1.  “Taxation  shall  be  equal  and  uniform.  All  property  in  the  state,  whether 
owned  by  natural  persons  or  corporations,  other  than  municipal,  shall  be  taxed  in 
proportion  to  its  value,  which  shall  be  ascertained  as  may  be  provided  by  law. 

Sec.  2.  “Amendment  of  1906  makes  some  express  exemptions  and  says:  ‘All 
laws  exempting  property  from  taxation  other  than  the  property  above  mentioned 
shall  be  null  and  void.’  ” 


UTAH. 

Constitution,  Art.  13. 

Sec.  2.  “All  property  in  the  state,  not  exempt  under  the  laws  of  the  United 
States  or  under  this  constitution,  shall  be  taxed  in  proportion  to  its  value,  to  be 
ascertained  as  provided  by  law.  This  word  property,  as  used  in  this  article,  is  hereby 
declared  to  include  moneys,  credits,  bonds,  stocks,  franchises,  and  all  matters  and 
things  (real,  personal,  and  mixed),  capable  of  private  ownership;  but  this  shall  not 
be  so  construed  as  to  authorize  the  taxation  of  the  stocks  of  any  company  or  corpo¬ 
ration  when  the  property  of  such  company  or  corporation  represented  by  such  stocks 
has  been  taxed.  *  * 

Sec.  3.  “The  legislature  shall  provide  by  law  a  uniform  and  equal  rate  of  as¬ 
sessment  and  taxation  on  all  property  in  the  state,  according  to  its  value  in  money, 
and  shall  prescribe  by  general  law  such  regulations  as  shall  secure  a  just  valuation 
for  taxation  of  all  property,  so  that  every  person  and  corporation  shall  pay  a  tax  in 
proportion  to  the  value  of  his,  her  or  its  property.  Provided  that  a  deduction  of 
debits  from  credits  may  be  authorized.” 

The  section  goes  on  to  make  certain  special  exemptions. 

The  positive  direction  in  the  constitution  as  to  what  property  shall  be  exempt 
contains  an  implication  against  the  exemption  of  any  other  property  by  the  legis¬ 
lature. 

State  v.  Armstrong,  17  Utah  166. 

VERMONT. 

The  constitution  has  no  special  section  dealing  with  taxation,  and  therefore  the 
legislative  discretion  is  limited  only  by  the  bill  of  rights,  except  that  the  constitution, 
Chapter  2,  Section  9,  requires  that  in  order  to  pass  a  bill  raising  a  state  tax  there 
must  be  a  vote  of  two-thirds  of  the  representatives. 

The  statute  exempting  certain  manufacturing  establishments  from  taxation  for 
a  term  of  years  if  the  town  so  votes  is  not  unconstitutional  as  providing  an  exemption 
by  other  means  than  the  law  of  the  state,  nor  does  it  contravene  the  provision  of 
the  constitution  that  no  part  of  any  person’s  property  can  justly  be  taken  from  him 
without  his  own  consent,  *  *  * 
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Colton  v.  Montpelier,  71  Vt.  413. 

Exemptions  from  taxation  are  not  in  contravention  of  constitutional  provisions 
requiring  uniformity  ahd  equality  of  taxation.  In  re  Hickock’s  Estate,  78  Vt.  259 
(1906). 

Power  to  tax  includes  the  power  to  exempt  from  taxation,  unless  specially  pro¬ 
hibited  by  the  constitution  and,  in  absence  of  such  prohibition,  the  legislature  can 
delegate  to  a  municipality  the  power  to  exempt  from  taxation.  Colton  v.  City  of 
Montpelier,  71  Vt.  413  (1899). 

Though  the  equality  clause  of  the  Fourteenth  Amendment  to  the  Federal  Con¬ 
stitution  does  not  prohibit  classification  for  the  purposes  of  taxation,  it  does  require 
that  the  classification  should  be  founded  upon  some  reasonable  basis;  and  such  a 
basis  is  not  found  in  the  fact  that  the  goods  are  manufactured  in  different  states. 
State  v.  Hoyt,  71  Vt.  59. 

The  constitutional  provision  securing  equal  protection  of  the  laws  does  not 
prevent  classification  of  property  for  taxation  but  requires  that  the  classification  be 
based  on  some  distinction  bearing  a  just  relation  to  the  purpose  of  the  enactment. 
State  v.  Clement  Nat.  Bank,  84  Vt.  167  (1911). 

VIRGINIA. 

Constitution,  Art.  13. 

Sec.  168:  “All  property,  except  as  hereinafter  provided,  shall  be  taxed;  all 

taxes,  whether  state,  local  or  municipal,  shall  be  uniform  upon  the  same  class  of 

subjects  within  the  territory  limits  of  the  authority  levying  the  tax,  and  shall  be 
levied  and  collected  under  general  laws.” 

Sec.  169.  “Except  as  hereinafter  provided,  all  assessments  of  real  estate  and 
tangible  personal  property  shall  be  at  their  fair  market  value,  to  be  ascertained  as 
prescribed  by  law.  *  *  *  Nothing  in  this  constitution  shall  prevent  the  general 

assembly,  after  the  first  day  of  January,  nineteen  hundred  and  thirteen,  from  segre¬ 
gating  for  the  purposes  of  taxation,  the  several  kinds  or  classes  of  property,  so  as 
to  specify  and  determine  upon  what  subjects,  state  taxes  and  upon  what  subjects, 
local  taxes  may  be  levied.” 

Sec.  183.  “Except  as  otherwise  provided  in  this  constitution,  the  following 

property  and  no  other  shall  be  exempt  from  taxation;  but  the  general  assembly  may 

hereafter  tax  any  of  the  property  hereby  exempted  save  that  mentioned  in  subjection  a. 
(List  of  exemptions  follows.) 


WASHINGTON. 

Constitution,  Art.  71. 

Sec.  1.  “All  property  in  this  state,  not  exempt  under  the  laws  of  the  United 
States,  or  under  this  constitution,  shall  be  taxed  in  proportion  to  its  value,  to  be 
ascertained  as  provided  by  law. 

Sec.  2.  “The  legislature  shall  provide  by  law  a  uniform  and  equal  rate  of  as¬ 
sessment  and  taxation  on  all  property  in  the  state,  according  to  its  value  in  money, 
and  shall  prescribe  such  regulations  by  general  law,  as  shall  secure  a  just  valuation 
for  taxation  of  all  property,  so  that  every  person  and  corporation  shall  pay  a  tax  in 
proportion  to  the  value  of  his,  her  or  its  property:  Provided,  That  a  deduction  of 
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debts  from  credits  may  be  authorized.  Provided  further,  That  the  property  of  the 
United  States,  and  of  the  state,  counties,  school  districts  and  other  municipal  corpo¬ 
rations,  and  such  other  property  as  the  legislature  may  by  general  laws  provide, 
shall  be  exempt  from  taxation.” 

Sec.  9.  *  *  *  “For  all  corporate  purposes,  all  municipal  corporations 

may  be  vested  with  authority  to  assess  and  collect  taxes,  and  such  taxes  shall  be 
uniform  in  respect  to  persons  and  property  within  the  jurisdiction  of  the  body  levying 
the  same.” 

Stocks  and  bonds  are  held  to  be  credits,  and  not  property  within  the  meaning 
of  Art.  7,  Secs.  1  and  2  of  the  state  constitution.  And  therefore  if  the  issuing  corpo¬ 
ration  is  taxed  on  its  property  the  securities  are  exempt.  Wolf  v.  Parmenter,  50 
Washington  164. 

In  practice  all  corporations  whether  foreign  or  domestic  and  whether  their 
property  lies  in  or  out  of  the  state,  are  considered  as  taxed  on  their  property  and 
their  securities  exempt. — Wrightington  and  Rollins,  Tax  Exempt  and  Taxable  Invest¬ 
ment  Securities. 

The  word  “uniformity”  refers  to  property  or  persons  of  the  same  class;  for  ex¬ 
ample,  different  kinds  of  property  may  be  taxed  at  different  amounts  providing  the 
rate  is  uniform  on  the  same  class  everywhere,  with  all  people  and  at  all  times.  State 
v.  Whittelsey,  17  Wash.  447. 

WEST  VIRGINIA. 

Constitution,  Art.  10. 

Sec.  1.  “Taxation  shall  be  equal  and  uniform  throughout  the  state,  and  all 
property,  both  real  and  personal,  shall  be  taxed  in  proportion  to  its  value  to  be 
ascertained  as  directed  by  law.  No  one  species  of  property,  from  which  a  tax  may  be 
collected,  shall  be  taxed  higher  than  any  other  species  of  property  of  equal  value; 
but  property  used  for  educational,  literary,  scientific,  religious  or  charitable  pur¬ 
poses;  all  cemeteries  and  public  property  may,  by  law,  be  exempted  from  taxation. 
*  *  */*  . 

Under  constitutional  provisions  that  all  property,  both  real  and  personal,  shall 
be  taxed  “but  property  used  for  educational,  literary,  scientific,  religious  or  charitable 
purposes,  and  public  property,  may  by  law  be  exempted  from  taxation,”  it  is  not 
within  the  power  of  the  legislature  to  exempt  the  property  of  a  railroad  corporation 
from  taxation,  and  an  exemption  until  the  profits  of  the  corporation  shall  reach  a 
certain  percentage  is  void. — -Chesapeake  &  Ohio  Co.  v.  Miller,  19  W.  Va.  408. 

The  provision  that  taxation  shall  be  equal  and  uniform  throughout  the  state, 
and  that  all  property,  real  and  personal,  shall  be  taxed  in  proportion  to  value,  has  no 
application  to  local  assessments  *  *  *.  Douglas  v.  Harrisville,  9  W.  Va.  162. 

WISCONSIN. 

Constitution,  Art.  8. 

Sec.  1.  “The  rule  of  taxation  shall  be  uniform,  and  taxes  shall  be  levied  upon 
such  property  as  the  legislature  shall  prescribe.” 

Holders  of  securities  are  now  taxed  on  the  income  derived  from  them. — Acts 
1911,  Ch.  658. 
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The  state  having  for  a  long  period  been  in  the  practice  of  collecting  specific 
taxes  from  corporations  in  lieu  of  the  taxes  on  property  levied  generally,  it  was  de¬ 
cided,  but  against  the  opinion  of  the  judges  as  to  what  the  rule  should  be,  that  such 
specific  taxes  were  not  in  violation  of  the  constitutional  requirement  of  uniformity. 
Kneeland  v.  Milwaukee,  15  Wis.  454;  overruling  Attorney  General  v.  Plankroad  Co., 
11  Wis.  35. 

But  it  is  necessary  under  this  provision  that  all  kinds  of  property  not  absolutely 
exempt  shall  be  taxed  alike,  by  the  same  standard  of  valuation,  equally  with  other 
taxable  property  and  coextensive  with  the  district;  and  therefore  the  levy  of  a  tax 
for  a  public  improvement  which  is  restricted  to  real  estate  is  unconstitutional  and 
void. — Gilman  v.  Sheboygan,  2  Black  610. 

The  legislature  has  power  to  prescribe  not  only  the  property  to  be  taxed,  but 
the  rule  by  which  it  must  be  taxed,  and  the  only  limitation  on  that  power  is  that 
the  rule  shall  be  uniform. — Wisconsin  Central  Railroad  Co.  v.  Taylor  County,  52 
Wis.  37. 

WYOMING. 

Constitution,  Art.  15,  Sec.  11. 

“All  property,  except  as  in  this  constitution  otherwise  provided,  shall  be  uni¬ 
formly  assessed  for  taxation,  and  the  legislature  shall  prescribe  such  regulations  as 
shall  secure  a  just  valuation  of  all  property,  real  and  personal.” 

Sec.  12:  Makes  the  qsual  exemptions. 

It  has  been  held  that  a  statute  regulating  the  assessment  of  live  stock  on  the 
open  range  is  not  unconstitutional  as  special  legislation  consisting  of  an  arbitrary 
attempt  to  create  two  classes  of  live  stock  for  purposes  of  taxation  not  based  on  any 
reasonable  ground  or  necessity. — Standard  Cattle  Co.  v.  Baird,  8  Wyo.  144. 

Respectfully  submitted, 

W.  H.  LYON. 

(Assistant  Counsel.) 
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